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MEMORANDUM OF ERRATA 


Page 1443 - Line 30: 
; Delete "in"; insert "under". 
Page 1445 - Line 2; 
a Before on grain ie Ere gts rates". 
Page 1452 - Line 5: | 
mecare statutory insert "the". 
Page 1458 - Line 18: 
Delete "1,326"; insert "2,600". 
Page 1462 - Line 21: 


Delete "have"; insert "had". 


Page 1476 - Line 24: 
Insert "Class and" before commodity. 


Page 1476 - Line 26: 
Delete "board"; insert "Board's", 
Page 1509 - Line 2: 


Delete word "desiring"; insert "desired". 


Page 1533 - Line 29: 


Delete word "and"; insert "of". 
Page 1552 - Line 28: 

Delete "on"; insert "of". 
Page 1555 - line 5: 


‘Delete "regions"; insert "origins". 


pare 1555 - Line 11: 


Delete "in"; insert "to". 


Page 1556 - Line 1: 
Delete "added". 


Page 1560 - Line 6: 


Delete "weights"; insert "rates". 


Page 1585 - Line 12: 
Delete "It did extend"; insert "To that extent". 
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Page 1619 - Line 2: 


| Delete "ana". 


Page 1621 - Line 27: 


Delete “in"; insert "for". 


Page 1636 - Line 6: 


Insert before "terminated" - "not". 


Page 1645 - Line 14: 


Delete "has"; insert "had". 


Page 1657 - Line 26: 


Insert after the word as "to", 


Page 1671 - Line 9: 


Delete "want to"; insert "cannot". 


Page 1674 = dine .25: 


Delete "persuasive"; insert "pervasive". 


Page 1680 - Line 7: 


Delete "and"; insert "that". 


Page 1686 - Line 11: 


Delete “because I explained it"; insert "the 
Statutory grain rates". 


Page 1699 - Line 21: 


Delete "increased"; insert "agreed". 


Page 1702 - Line 15: 


Insert after evidence "we said". 
in erfrect. L442 


EXHIBIT NO. 50: Canadian Pacific Railway: 
Comparison of rates on grain 
and grain products, to Fort 
William, Ont., from stations 
on branch lines with rates 
from equidistant points on 
the main line, in effect 
July 6, 1922. 1442 


EXHIBIT NO. 51: Canadian Pacific Railway: 
Statement of rates on 
grain to the lakehead at 
dates shown. 1442 


Se akesD 
~ 
i. 


+ sae 


a 
a 


d . wLONbgE 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


ROYAL COMMISSION ON TRANSPORTATION 


Proceedings of hearings held in 

the Court Room, Board of Transport 
Commissioners Offices, Ottawa,Ontario, 
on the 5th day of December, 1959. 


COMMISSION 
| Mr. M. A. MacPherson, Q.C. Acting Chairman 
Mr. H. Anscomb Member 
Mr. A. H. Balch Member 
Mr. R. Gobeil Member 
Mer. H. Mann Member 
Mr. A. Platt Member 


COMMISSION COUNSEL 
Mr. A. G@. Cooper, Q.C. 
Mr. G. S. Cumming 


Mr. F. W. Anderson Secretary 


Major N. Lafrance Assistant Secretary 


In the absence of The Honourable Mr. 
G. P. MceTague, Q.C., Mr. M. A. 
MacPherson, Q. C., presided. 
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Ottawa, Ontario, 
Saturday, 
December 5, 1959 


- On commencing at 9.00 a.m. 


THE ACTING CHAIRMAN: All right, gentlemen. 
DONALD GORDON, Recalled. 


MR. McDONALD:. Mr. Gordon, at the adjournment 
last night you were just about to reply to a question 
by Commissioner Mann. Will you proceed. 

MR. GORDON: Mr. Chairman, this statement 
is in reply to Mr. Commissioner Mann's question at 
the close of yesterday's session. 

The Canadian Pacific Railway in a separate 
submission, which has been formally filed with the 
Commission, recommends that income tax relief be 
the method employed to enable the railways to secure 
revenues based on just and reasonable rates for the 
movement of grain and grain products. 

I realize that the Canadian Pacific has 
not had an opportunity to produce evidence in. support 
of its position but with your permission, Mr. Chairman, 
and if the C.P.R. has no objections, I should like 
to make some comments on this income tax proposal. 

To facilitate an understanding of the 
C.P.R.'s position and to make it perhaps easier to 
follow the observations which I shall make, we have 
prepared a table which shows how the tax relief would 


be computed. The table uses estimated amounts: 
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have been received if 

traffic moved at an in- 

crease of 100 per cent 

over the statutory level - 

or at a just and reason- 

able level determined by 

BLT... $70,000,000 $56,000,000 
Less 

Gross revenues actually 

received at the statutory 

level 35,000,000 28,000,000 

35,000,000 28,000,000 

Less 

Amount determined by ap- 

plying applicable rate of 


income tax for the year - 
say 50 per cent 17,500,000 14,000,000 


Amount of deduction from 
Income tax $17,500,000 $14,000,000 


Fe a Poe GC.) Ny R. 
Gross revenues which would . 

This calculation would be subject to annual 
adjustment. The proposal also makes provision for 
the following: 

Le If the deduction above exceeds the 
total tax for the year, the excess may be 
applied back one year and forward five years. 

ae Companies not having taxable in- 
come in any year may elect to receive the 


amount of permissible deduction by way of 


special credit or cash($14 million for C.N.R.). 


In its submission the C.P.R. dealt with 
four methods of possible solution and reached the con- 
clusion that the best way to meet the situation is 


to use the Income Tax Act as an instrument of relief. 
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The other three methods are based on the periodic 
determination by the Board of Transport Commissioners 
of a just and reasonable amount to be paid to the 
railways for the movement of the commodities in 
question. A payment would then be made. by the 
Government or Government Agency to the railways for 
the difference between the just and reasonable amount 
and the statutory rates actually received from the 
shipper. These three solutions are actually a vari- 
ation of the same plan and are “thee to the Canadian 
National's proposal, which is outlined in its separate 
submission. 

The Canadian National opposes the Canadian 
Pacific's method of solution. It is our considered 
view that the use of the Income Tax Act as an instru- 
ment of relief confuses the Federal tax policy with 
assistamce given to a particular industry. It ob- 
scures both the amount and purpose of the subsidy. 
I would direct your attention to paragraph 72 of the 
Canadian Pacific submission which makes the state- 
ment that "the proposed assistance to Western agri- 
culture is not and must not appear to be a subsidy 
to the railways". I agree entirely with this state- 
ment. Stated another way, it simply means that the 
railways should receive compensation for work done 
involved in the carriage of grain and grain products. 
The question of whether a company pays or does not 
pay income tax has no relationship to the amount 
of compensation it should receive for its services 
nor has it any logical place in calculating that 


amount. 
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In all of the methods dealt with by the 
Canadian Pacific, the resultant amount of payment to 
that company is identical under each method. The reason 
for discarding the others and adopting the income tax 
method is based on a conclusion drawn which is set 
out in paragraph 77 of their submission, which reads 


as follows: 


"The above methods also have a 
further disability in that except when 
Canadian National pays income tax, they 
would result in Canadian National receiving 
substantially more than would Canadian 
Pacific even though Canadian National 


moves less grain." 


In making this statement the C.P.R. means 
that when the C.N.R. does not have a taxable income 
in any year, the gross amount of any subsidy payment 
would be retained by the C.N.R. while the C.P.R. 
would be taxed on any payment they receive. The 
C.P.R. plan would result in that company having the 
same net position which it would have under all of the 
other suggestions made but C.N.R. would receive only 
50 per cent of the compensation it would be entitled 
to. 

This argument, it seems to me, is based 
on a false premise, because the liability to pay 
income tax is entirely separate from the right to 
Receive revenue for services performed. Under the 


C.N.R. proposal each railway company would receive its 
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proper gross amount of revenue and tax would be paid 
when profits are earned. I should point out, also, tha 
the Income Tax Act applies to the Canadian National 

in the same way as it does to any corporation. 

The whole tenor of the railways' case, 
which is set out in their Joint Submission to the 
Commission, is that they should be reimbursed for at 
least the cost of the work performed in carrying this 
traffic. The C.P.R. proposal confuses costs with 
profits. 

It is our contention that monies received from 
the Government because rates have been reduced or main- 
tained at artifically low levels by legislation should 
be reflected by the Railways as "Revenue" as is done 
under the Maritime Freight Rates Act and the Freight 
Rates Reduction Act. Relief to railways by way of 
Income Tax reduction would not be reflected through 
the Revenue accounts and could be construed as a device 
to hide subsidization to the shippers. 

There are two other points to which I would 
refer: 

1) In attempting to set out precedents for 
income tax relief the C.P.R. in section 78 of the 


submission, states the following: 


"The Income Tax Act has for many years 
been used as a vehicle for meeting national 
obligation and implementing national policies, 
for example, the special provisions dealing 


with mining companies in their early years 
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"and the depletion allowance for such companies 


and the petroleum industry." 


While there are precedents for granting relief 
under our Income Tax Act these are to meet specialized 
tax problems in different situations. In the case 
of mining companies there is the exemption from tax 
during the first three years of production which allows 
the peaecates to write off exploration and development 
expenses incurred in prior years. Similar relief 
for drilling expenses is afforded to oil and gas 
production companies. In 1952 reduced income tax 
rates were introduced into the Act for certain utilities 
engaged in the sale of electrical energy, gas and steam 
to customers in Canada. The tax rates on this class 
of business are two percentage points lower than 
those for other businesses. The purpose of this 
arrangement was to grant a measure of relief to these 
companies during the periods of very high corporate 
tax rates in order that they might earn a higher 
return on capital investment and be in a better position 
to attract additional capital. As part of this con- 
sideration it is recognized that the tariffs of these 
industries are subject to public control. The 
Minister of Finance, in his budget address (1952), - 


explained that he was reluctant to apply a reduced 


‘rate of tax to a named class of companies and it 


was being done only as a temporary expedient. The 
tax relief was to cease when the general corporate 


rates dropped to the level of the new rates fixed for 
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the utility companies. This has not occurred up to 
this date. Under the Federal - Provincial Tax Agree- 
ments that were in effect at the time this legislation 
was introduced, one-half of the tax on these utilities 
was turned over to the provincial governments and 

in effect therefore the provinces shares this tax 
abatement with the Federal Government. 

While the above cases are precedents for 
income tax relief they are directly related to specialize 
problems and to the adverse effect of high income tax 
rates on certain industries. In the case of the 
mining and petroleum companies the exemptions are re- 
lated to the early write-off of development expenses 

gainst taxable income. These cases do not involve 
ayments directly to the companies concerned and con- 
rary to our grain rates case the relief is not for 
he benefit of third parties. The relief to the 
ublic utilities was granted reluctantly and only as 
temporary measure to encourage capital investment. 
he railways do not have a tax problem with develop- 
ent expenses nor are they seeking relief of a 
emporary nature. Consequently, I do not think 
e would be justified in accepting any of the above 
ituations as precedents for the proposal that the 
eP.R. is now making. 

2) In section 76 of the submission, the 

.P.R. contends that the other methods of solution 
hich have been suggested have the effect of over- 
tating the true dollar amount of assistance which the 


tional Treasury is providing to the Western wheat 
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growers. This arises from the fact that subsidy pay- 
ments would be in the nature of gross revenues to the 
railways and in the case of Canadian Pacific 50 per 
cent thereof would be recovered as income tax. In 

the case of Canadian National, these gross revenues 
would reduce the deficit payments from the National 
Treasury or increase dividends to the National Treasury. 

The C.P.R. considers that this net amount 
is the true assistance to the grain industry but 
actually this treatment understates the amount of 
assistance given to grain growers and therefore is 
misleading. I know of no other form of Government 
subsidy where the assistance has been netted and the 
actual amount of subsidy obscured. such an approach 
would be contrary to the Government's practice in its 
own Public Accounts of making full disclosure to the 
public of funds collected and expenditures made from 
those funds. 

Furthermore this practice of netting is 
inconsistent with other transactions carried on be- 
tween the railways and the Government. Both the 
C.N.R. and C.P.R. perform mail, passenger, freight 
and express services for Government departments for 
which the National Treasury pays normal rates. In 
1958 C.N.R. received several millions in payment for 
these services to Government departments. I see no 
pare reason why services performed in hauling grain 
should be netted while payments for other services 
are not. 


It is the view of the C.N.R. that the 
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C.P.R. method confuses Government financing of a 

Crown corporation with this assistance to grain growers. 
| THE ACTING CHAIRMAN: Mr. Cooper, have you 

any questions to ask at this time? 

MR. COOPER: I think, Mr. Chairman, that the 
matter is clearly stated in the memorandum and the 
answer to Mr. Mann's question clearly appears from what 
Mr. Gordon has read, and therefore I have no questions 
to ask at this time. 

THE ACTING CHAIRMAN: Mr. Dixon? 


CROSS-EXAMINATION BY MR. DIXON: 


Q. Mr. Gordon, as you say, the C.P.R. 


position has not yet been presented by that company, 


but as I understand your proposal you suggest com- 


puting the distance between the statutory rates and 
the just and reasonable rates and that you would 
receive a payment of the difference; if you were sub- 
ject to income tax you do pay tax on that difference, 
if not, you wouldn't pay income tax, is that 

correct? 

A. Yes, you pay tax in accordance with 
what taxes are eligible on our profit, the profit over 
all. It couldn't be identified with each particular 
thing. 

Q. So far as the C.P.R. are concerned, 
they are not asking for any particular payment, they 
are asking for a method of deduction from income tax 


which the company otherwise overall would pay. 


ae 
Nie 7. 
CALTOA EWR, 8A Ves 


if 


ANGUS, STONEHOUSE & CO. LTD. Gordon, er-ex 1367 
TORONTO, ONTARIO (Dixon) 


A. That is my understanding. 

Q. That is the understanding. In the result, 
looking at the C.P.R. proposal, are they dollarwise 
any better under their suggestion of this income tax 
amendment than they would be if they received the 
amount from the Government and then paid income tax 
on it? 

A. Not so far as I can se. 

Q. Now, looking at the table which you have 
presented at the bottom of page 1 of your statement, 
and if you can apply these principles to that table, 
under the C.P.R. solution as I understand it they 
would get a deduction of $17-1/2 million from their 
taxable income; that is assuming the company is subject 
to income tax, and the C.N.R. is not subject to 
income tax, is that correct? 


A, I don't quite follow that. 
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Q. Looking at the table at the bottom of 
page 1, and assuming, as I believe, to be the present 
situation, the C.P.R. is subject to income tax, the 
C.N.R. is not subject to income tax? 

A. No, that is not correct; the C.N.R. is 
subject to income tax and I specifically state that in 
my reply. 

Q. Is the company at the present time pay- 
ing it? 

A. It will pay income tax when it has a 
profit. The company at present is showing a deficit. 

Q. And you would anticipate it will show 
a defieit: in 1959? 

AS No, I do not so anticipate. You are 
referring to the calendar year 1959? 

Q.: The fiscal year. 


A. Well, in our year 1959 we will not show 


Q. So you will not pay income tax? 

A. I have never known of anybody paying 
income tax on deficits. 

Q. Has the C.N.R. ever paid income tax? 

A. Yes, it has. 

Q. When was that, Mr. Gordon? 

A. ‘I would have to look back on the year. 

Q. In what year was income tax imposed 
or commenced to be imposed? 

A. We became subject to income tax fol- 
lowing the Recapitalization Act, 1952, and I would 


have to look back in the years in between: to 
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see whether or not, in fact, income tax was actually 
payable. I don't think it was actually paid; we 
became subject to income tax, but by reason of sub- 
sequent deficits under the rules of income tax we did 
not make payments. 

Q. So, in fact, the company has not paid 
income tax since 1952? 

A. Not in accordance with the Income Tax 
Act. 

Q. Returning to the table at the bottom of 
page 1, and assuming in a particular fiscal year the 
C.P.R. is in a taxable position, the ¢C.N.R. is in a 
non-taxable position, am I correct in believing that 
the C.P.R. receives as a deduction $17,500,000 from 
the income tax which that company would otherwise 
pay? 

A. I don't follow that either. What 
this table shows is that if gross revenues were re- 
ceived by C.P.R. the amount would be $35 million. 

Q. That is on a just and reasonable 
computation? 

A. Yes, on the formula that we were 
proposing; and the C.N.R. would receive --- 

Q That is on the statutory rate base; 
is that correct? 

A. That is the proposal that is being 
made, if that were accepted, yes. 

Q. Against that figure of $35 million 
you apply whichever the applicable income tax rate 


may be for this year, which in this case is 50 per 
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cent? 

A. Yes. 

Q. It is an assumed figure, and in the re- 
sult the C.P.R. would be entitled to deduct from income 
tax $17,500,000? 

A. Under their proposal, yes. 

Q. And also under their proposal -- before 
I go on to that, the effect of that, I assume, is 
that taking it as an income tax deduction the value 
to the C.P.R. is actually twice that? 

A. From a gross seyonus point of view, yes. 

Q. So it is worth actually $35 million from 
a gross revenue point of view? 

As That is our point, yes. 

Q. Then turning to the C.N.R. and assuming 
you are not ina taxable position, the benefit to your 
company would be $14 million? 

A. Under their proposal; but, of course, 
the same thing is true of the C.P.R., if they were 
ever so unfortunate to show a deficit, which I hope 
there never will be. 

Q. I am following it through on their 
proposal, and I would like to compare it with yours 
to see if I can understand the effect of poth pro- 
posals. But they have a benefit of $35 million 
and you have a benefit of $14 million? 

AS Providing that we are each at that 
point on a profit position. 

Q. Providing that they are on a profit 


position and you are not? 
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A Yes. In other words, under the C.P.R. 
proposal we would have $14 million deducted from that 
deficit; that is right. 

Q You would have the benefit of $14 
million and they would have the benefit of twice the 
income tax, $35 million; is that correct? 

A. Yes. 

Q. So that one might suggest that under 
their proposal against these same figures, and assuming 
they are taxable and you are not, their proposal gives 
them a benefit over you of some relatively $21 million 
-- $14 million from $35 million? 

As No, I think that is mixing oil and water. 
I don't think you can figure it that way, because the 
amount of gross revenue. that they receive is based on 
the amount of grain that they handle. You can't 
deduct the 14 from 35 because that arrives out of 
the volume of grain handled. Perhaps I can help 
you by putting it this way, that under either pro- 
posal the actual dollar benefit is the same. It is 
only a question of method, because if we are in a 
deficit position, under their proposal we get half 
the amount, and that reduces our deficit to that 
particular; but if you were doing it on a gross 
revenue basis, then our deficit would be reduced 
by more than that. 

Q. If you are in a tax-paying position, 
that is the difference? 

A. If that was the position, we would 


both come out the same way.. 
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Q. But if one is in a tax-paying position 
and the other is not, the results, I suggest, are quite 
different? 

A. Well, that is the point of my statement 
here; we think it should be adjusted from the gross 
revenue account and not through the question of income 
tax release. 

Q. Now, Mr. Gordon, youmentioned that this 
determination of just and reasonable rates be made by 
the Board of Transport Commissioners, that is the just 
and reasonable rates on vgrain and grain products? 

A. I didn't catch your last word. 

Q. The determination of just and reasonable 
rates on grain and grain products that would be made 
by the Board of Transport Commissioners? 

A. That is our suggestion. 

Q. You are suggesting it be removed from 
Parliament? 

A. No, not at all. We have made it very 
specifically that the statutory rates as laid down 
in the legislation remain. 

Q. I am speaking of just and reasonable 
rates to which you refer? 

A. yes. When we come to the situation 
of establishing the costs our proposal is that we 
demonstrate those costs to the Board from time to 
time, and if the difference between the statutory 
rates and the cost shows a difference, then that 
difference should be paid in the form of a subsidy. 

Q. And that determination by the Board 
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of Transport Commissioners? 

A. Yes, or any other agency which the 
Government prefers, and we suggest that the Board of 
Transport Commissioners seems to be the most logical 
organization because they are equipped to do that. 

Q. Then at the top of the next page the 
statement is made: "This calculation would be subject 
to annual adjustment." By that you mean the calcula- 
tion of the tax credit? 

A. No, the calculations that would be made 
-- at least’ the demonstration that would be made 
before the Board of Transport if our costs were 
increasing. 

Q. Would you appear before the Board each 
year? 

A. Not necessarily. It is subject to an 
annual adjustment, depending on the circumstances. 

If the costs were increasing each year where we 
thought we should make representation to the Board, 
then I am saying it should be made annually. That 
is, the same considerations would apply when we 
apply for a general revenue increase by reason of 
increased costs. 

Q. Would you anticipate that a cost 
study would be made the same as you have made for 
this particular hearing? 

A. Our intention is to keep the cost 
study current. 

Q. On this question of C.P.R's income 


tax suggestion, how many tax-paying railway companies 
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would be affected by this suggestion? 

A. In Canada? 

Q. Yes. 

A. I can't answer that question offhand. 

I can't answer that. This is applicable to grain 
only, of course, and I don't think it is any more 
than the C.P.R. Northern Alberta would and perhaps 
P.G.E. would in due course. 

Q. Would they be in a tax-paying position? 

‘A. Certainly the Northern Alberta Railway 
is jointly owned by C.P.R. and C.N.R., and it turns out 
in our own statements in due course. 

MR. DIXON: Mr. Chairman, if I might, there 
are a couple of questions which arose out of questions 
yesterday. They don't arise out of this particular 
submission. 

THE ACTING CHAIRMAN: Yes. 

MR. DIXON: Q. The first one is directed, 
Mr. Gordon, by questions which were asked by counsel 
for the Trucking Association. Is the trucking 
industry in Canada a competitive factor in the hauling 
of grain or grain products? 

A. Not to any major extent, as far as I 
know. 

Q. Is there any portion of western grain 
hauled by truck? 

A. Yes, I believe there is some trucking 
in the Northern Alberta Railway territory, but I am 
not aware of any significance elsewhere. 


Q. Is it a factor in the United States? 


ANGUS, STONEHOUSE & CO. LTD. Gordon, cr-ex I3io 
TORONTO, ONTARIO (Dixon) 


A. I couldn't answer that specifically, 
no. There is some done, but I haven't had a study 
made of it for my own personal information. 

Q. If I may quote from a paragraph which 
appeared in the Northwestern Miller issue of May 5th 
this year, it says: 

"Another step was taken here April 30th 

by railroad lines to recapture a substantial 
portion of the revenue business lost to 
truckers, pencerarts that portion concerned 
with the movement of grain and grain products 
from point of origin to point of destination." 

You haven't seen any of that trend in 
Canada at the present time? 

A. No, for the simple reason that the 
truckers can't afford to compete with the Crow's 
Nest rates, and in the United States the railway rates 
are three to three and a half times what they are in 
Canada. 

Q. If the Crow's Nest Pass rates were 
increased, say, one hundred per cent would that in- 
crease the truckers! chance of getting into this 
type of business? 

Ae If it was a matter of freight rates 
this is -- no, I don't see how that can apply. 

Q. Let's say the statutory limitation 
was removed and the present Crow rates were increased 
one hundred per cent? 

A. That is a very different thing. You 


are talking about the railways being able to 
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charge a freight rate which would ignore the present 
statutory limitations? 

Q. Yes. 

A. I still believe that the railways have 
a much bigger advantage technically in the hauling of 
grain than the trucks could achieve. In other words, 
I think the railways would remain competitive. 

Q. At one hundred per cent increase in 
the statutory rates? 

A. Yes. 

Q. You wouldn't expect any more truck com- 
petition? 

A. Not any more than at present, yes. 
After all, we are hauling the grain now at our costs. 
You are referring to an assumption that the rates 
would be increased? 

Q. I am asking youif the rates, the statu- 
tory barrier were removed and the rates increased to 
one hundred per cent above the statutory barrier, 
would you expect more truck competition? 

A. I still think the railway would have 
an advantage in hauling grain as such. 

Q. But would you not expect additional 
truck competition? 

A. I think the trucks would try it, yes, 
but I think the railways could meet that competition. 

Q. Has that been a factor, that possi- 
bility ---. 

A. If I-mdéy just clarify for a bit, it 


seems to me that what we are discussing is whether 
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or not trucks could haul grain at a cost lower than 
the railways. 

Q. What we are discussing is whether you 
would be faced with truck competition if the statutory 
rates were increased one hundred per cent, 

A. Well, on the basis of cost, my answer is 
no. On the basis of cost, my answer is no, because 
we are not asking in this submission for anything more 
than our costs plus a very reasonable margin of profit. 
Now, on that basis, my answer is that the trucks can- 
not meet railway costs and therefore would not be com- 


petitive. 
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Q. Mr. Gordon, there was considerable said 
yesterday about the matter of abandonment of branch 
lines, are the lines which you normally look to for 
possible abandonment those which go to mining com- 
munities which have been closed down or what branch 
lines do you have in mind? 

A. Not entirely. It depends on circumstance 
to a great extent. We have some I happen to know about, 
abandonment of coal mines in Western Canada. It all 
depends on the circumstances but what usually happens 
with these cases is that the railways develop the 
country and get into the remote areas and the community 
builds up and roads are established and alternative 
routes are established and there is not enough left 
for the railways. 

Q. At the bottom of page 9 of your 
exhibit yesterday you say: 


"... each branch line is being examined 


to ascertain if it can justify its existence." 


What factors do you take into account as to 
whether or not it justifies its existence? 

A. Quite a number. Justifies its ex- 
istence in terms of the cost of maintaining that line 
for the type of traffic offering, whether we can 
handle the particular type of traffic offering 
and avoid heavy costs of a railway. If routes are 
abandoned in some cases we are prepared to give an 


alternative trucking service. It is really a 
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balance of the economic cost. 

Q. Is it entirely on the basis of economics? 

A. Pretty largely, yes, although there is 
an element of public convenience and interest too. 

Q. What happens to these farmers who are 
relying on that particular branch line which is being 
abandoned? 

A. Well, that is always a vital point in 
an abandonment. We never push forward a request for 
abandonment of line unless we are able ta demonstrate 
that an alternative service is available on a basis of 
reasonable convenience. We have not gone forward 
with abandonment of lines where we leave people stranded 
for transportation. 

Q. What alternative service is normally 
available? 

Rr. Usually by road. 

Q. Would that not normally increase the 
farmer's cost? 

A. It depends on the circumstances -- it 
may not. It depends on the nature of the traffic and 
the kind of availability. 

Q. In the normal course, taking it to a 
more distant shipping point would add to his time and 
gasoline cost? 

A. It depends on what service is offering. 
I could not say it always increases costs. 

Q. But in the normal course? 

A. There might be an element of it. But, 
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factors are weighed by the Board of Transport “aoe 
missioners. The Board of Transport Commissioners always 
genches its judgment on the weighing of the burden to 

be imposed on the community by the abandonment of 

the service as against the railway's representation 

of losses. At times they will hold that the increased 
inconvenience or burden to the farmer more than out- 
weighs what it is costing the railways to provide 

that service. 

Q. What mileage in lines was abandoned in 
1958? 

) A. I have not that readily available but 
there will be a submission later on on branch lines 
oad it will be on a factual basis. 

Q. Will that indicate abandonment by years 
and by the type of freight services by the branch 
line? 

MR. McDONALD: Yes, all the particulars. 

MR. DIXON: And by province? 

MR. McDONALD: Yes. 

MR. DIXON: Q. Would we also be advised 
as to the details of the applications pending now 
before the Board of Transport Commissioners? 

A. Well, that is a matter of public know- 
ledge. Actually there is no objection to that. 

Q. You mentioned in your statement yes- 
terday that your overall study is well advanced for 
possible further abandonment. Could you give us 
any indication of how much further mileage is being 
considered for abandonment? 


ae That will be in the submission. 
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MR. McDONALD: That is something that is 
coming along in our general submission and we will get 
the details on that. The figures are not ready 
at the moment. 

MR. DIXON: Thank you. 

MR. MAURO: Mr. Chairman, I might say that the 
province of Manitoba has written to both Mr. Sinclair 
and Mr. McDonald concerning the very question that. 
Mr. Dixon asked and both of them have kindly acknow- 
ledged they were so busy -- Mr. Sinclair told us he 
was busy preparing it. 

THE ACTING CHAIRMAN: I can believe that. 

MR. MAURO: But we are getting it. 

THE ACTING CHAIRMAN: Mr. MacKimmie? 

MR. MacKIMMIE: No questions. 

THE ACTING CHATRMAN: Mr. Sinclair, you may 
have some questions to ask? 

MR. SINCLAIR: Well, Mr. Chairman, I think 
that the views of the Canadian Pacific on this 
matter will be presented through a witness rather 
than asking any questions. 

THE ACTING CHAIRMAN: Mr. Blair? 

MR. BLAIR: Mr. Chairman, I wonder with your 
permission if I might ask Mr. Gordon a question re- 
lating to the general evidence which was highlighted 
by the question of Commissioner Anscomb yesterday? 

Mr. Gordon, are you able to say whether in your op- 
inion railway labour at the present time is fully 
and efficiently utilized? In referring to page 9 


of your submission where you say, in the second 
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sentence in the second paragraph: 


"Certainly the great task for the future 
and the one presently occupying much of the 
time of the railway management is that of 
re-adjusting the railway's plank facilities 
and working force to the kind and quality 
of the service which the public, increasingly 
accustomed to a choice of alternatives in 
transportation, will be prepared to patron- 


ize and pay for." 


Can you say what steps are being taken to 
eliminate wasteful feather bedding practices which 
add to the freight bills? 

THE ACTING CHAIRMAN: Well, I am afraid that 
we have enough trouble without getting involved in 
labour controversies. I think there is a ruling 
by the Chairman at the last meeting in that connection. 

MR. BLAIR: Mr. Chairman, I have the 
greatest respect for the ruling which was made but 
the clients whom I represent and I think other 
interests in this country are very disturbed to think 
that the desire of this Commission not to go into 
the minutia of labour and management negotiations 
will prevent this Commission from examining into 
one very important element of cost so far as effects 
the operations of railways. 

THE ACTING CHAIRMAN: Well, I think we 
had better get Mr. McTague's ruling on that. 

MR. COOPER: I have the ruling here, Mr. 
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Chairman. This is on page 134 of the transcript 
for the 17th and 18th of September, 1959, the pre- 
liminary organizational meeting. I shall read the 
ruling: 


"THE CHAIRMAN: Gentlemen, we have 
considered our rulings in respect to the 
matters on which rulings were requested 


yesterday." 
Number 1 referred to statutory rates: 


"The other is: In connection with the 
submissions received yesterday in regard to 
the Commission admitting evidence on general 
labour relations and alleged restrictive 
practices we all are of the opinion that in 
view of the fact that these relations are 
governed by voluntary collective agree- 
ments and that there exists legislative 
machinery for dealing with the collective 
bargaining process, and that the Canadian 
Labour Relations Board has jurisdiction in 
some of the matters, and that the Depart- 
ment of Labour is presently inquiring into 
some of these matters in connection with 
suggested amendments to the Industrial Dis- 
putes Investigation Act, such evidence is 
not admissible, and we so rule. This 
ruling is subject, however, to proof or 
evidence of conditions which are contem- 


plated in specific sections of the Railway 
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"Act or in the Canadian National-Canadian 
Pacific Act, or the Transport Act, mostly 
in regard to separation and that sort of 
thing. That may prove to be a relevant 
part of labour here, but we do not know. 
However, at this timewe are accepting that 


as a general rule." 


THE ACTING CHAIRMAN: I think that the ruling 
of the Chairman as announced must prevail unless you 
can relate your question in some way to the Canadian 
National-Canadian Pacific Act or something of that 
nature. 

MR. BLAIR: Mr. Chairman, I wish to make 
a statement at this time, an explanation of the 
question I wish to ask. The Chairman's ruling, as 
I understand it, says in effect that it is not the 
function or the duty of this Commission to go into 
the minutia of management-labour problems. This 
is something with which I do not disagree. But, 
at the same time, one of the chief elements in the 
case which is being made here this morning by both 
the railways is the element of cost and I think it is 
undeniable that the greatest element of cost in the 
whole railway structure is labour cost. Indeed, 
since this Commission has had their preliminary 
meeting in September of this year the railways have 
been faced with a very substantial element of in- 
creased wages which are going to elevate the costs 


even higher than they are now. 
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Now, Mr. Chairman, the position which my 
clients take is not that the Commission should be 
invited to try to review the decisions of particular 
tribunals which have adjudicated on the labour questions 
relating to the railways but that this Commission in 
the exercise of the broad powers which it has must 
look at labour costs as a whole and attempt to decide 
whether there is wasted labour, whether labour is being 
properly utilized and whether here is a place neers 
some savings can be made for the benefit of the 
shippers in Canada. If it is found, as it may well 
be found, that labour is wasted on the railways, that 
what the average person kelieves about feather bedding 


and the wasteful labour practices -- 


wre 


a ~ 
7 i) 4 MES + M 
ry . 


4. tat bee Ld pe wa 
! dalton at eat oe 
r ts La 
Ae act t9.iry ates ind | 


. fo” 
oo AMOGbs 
| 


wiets tests 
st rasta 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


Gordon, cr-ex 1386 
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MR. McDONALD: I might just point out that 
this sounds very much like the argument we had in 
September when that ruling was made. 

THE ACTING CHAIRMAN: I do not think, Mr. 
Blair, we want to get evidence on the record if that 
evidence should not be on the record. The situation 
is this that by the time this Commission was through 
with the regional hearings in the maritimes and had 
its meetings here, and by the time we heard everybody 
yesterday, I think it is obvious we have had enough 
to do without embarking on another field altogether. 
This would be really embarking on something entirely 
new and different. 

MR. BLAIR: Mr. Chairman, I am not wishing 
to argue with you, but what I think has happened here 
is that there has been a misconception as to what my 
clients wish to place before this Commission. It 
is not a question of asking this Commission to re- 
view and adjudicate upon labour bargaining processes, 
but it is purely and simply a question of cost. The 
Commission is directed in paragraph (c) of the Terms 
of its Reference to consider the possibilities of 
achieving more economical and efficient railway 
transportation, and, Mr. Chairman, my whole submis- 
Sion is: How can you perform this function if you 
exclude from your Terms of Reference, and from the 
evidence which is brought before you, the greatest 
Single element of cost in railway operation? 

MR. MacKIMMIE: Mr. Chairman, I think 
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my experts are to be told they cannot look into labour 
costs which are taken into account in the railways' 
exhibits, where there must bea great portion of that 
cost included, then they cannot properly advise us. 

We must know about it. I support Mr. Blair very 
heartily. 

THE ACTING CHAIRMAN: Since you are supportin 
this -- you are suggesting leading evidence ultimately 
on this point, are you? 

MR. BLAIR: Well, to be quite frank, Mr. 
Chairman, at one stage my clients were giving this very 

serious consideration, then when the ruling was made in 
September the situation was left, as far as we were 
concerned, in a state of confusion so that we have not 
proceeded with these arrangements, but it is our in- 
tention to bring this evidence forward if we can bring 
it forward. 

THE ACTING CHAIRMAN: Mr. Blair, you would 
not bring Mr. Gordon back again. This matter has 
been raised by you, and it is of sufficient impor- 
tance probably, I think, that it needs a further 
ruling by this Commission. I would suggest that 
you withdraw your question now, and that we rule, 
after giving it consideration, whether or not the 
matter is one where the evidence may be led. 

MR. BLAIR: Mr. Chairman, I will accept 
this ruling, and I will only say in conclusion that 
I had the feeling at the end of the hearing in 
September that there was considerable confusion 


between myself and the Commission. I did not feel 
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that the Commission fully understood the point I was 
trying to make, and I appreciate very much the fact 
that you will review the matter in the light of my 
remarks this morning. 

MR. SINCLAIR: In the light of what Mr. 
MacKimmie has said,the railways have given the labour 
costs for the movement of grain. Mr. MacKimmie says: 
"If our cost consultants cannot know what the labour 
cost is we cannot do much with the study." Now, we 
have given him that in toto. 

MR. MacKIMMIE: Can we test it, Mr.Sinclair? 
That is my point. 

MR. SINCLAIR: Can they test it? The 
answer to that is that we told them to come up and look 
at the figures. They came off the records of the 
company. If our accountants have said that they paid 
out so.much money for labour, and they did not, then 
that is a different matter, but so far as this goes 
of course he can test it. He has had his people 
up there testing it. 

MR. MacKIMMIE: Between us we are pretty 
stupid -- one or the other. The thing I want to do 
is this -- Mr. Sinclair says he has submitted all 
costs in his exhibits. When I say this I am not 
talking about the arithmetic. I want to know if 
it is properly expended by them. I want to know 
whether he is using his labour cost efficiently. 
man Asiied li. I am not questioning the accountants' 
figures. 

MR, SINCLAIR: Mr. Chairman, they asked 


‘eianpaciarana cbt ak 
w= ah scons bs lation 
yen SheMale amon a 08 ala 
sitet of thew scay tonne ebanernand dws Mel BX | 
ow eat ".ybirta on? Asitw tum ob tonainy a ie gaes a) 

oot at turtt ath wonky event | 
Pern «a det en et MRO SAME emf 
-tokoq Un at oat 5 


—— 


2 | tyne tw attain 09 wei? wid om dite ee Sg kit een | a 


MAY NS ebroves oe To amid BET -eeeyh? edd ga 
nbn ould dats Live evant sdewtneosve a0. il esacgnes: 
wed? son Din yode cae .avedel ao% Toned Abu Of Pie 
neay Ab9 an <a? Oo tee resdem hese TED & ok teed. 
Pap it Pas nan oe fi 9eot Gan er pemOS FO | 

J galled meme qu’ 

Wiety O5b ew Hi roended : ST A 
ch tee dele pause scat ee ee oe | 
iis betdindva dad od wyee thetonle .ar+~ mild eb 
oe eee eae ol it stot 
ty wom of tar T tue rat} 

wovat 93 tnaw I 


| diy NPE aaed  yadd aay HARARE Re 
| 
| 
| 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


Gordon, cr-ex 1389 
(Blair) 


for the labour agreements, and we supplied them. 

MR. MacKIMMIE: You supplied us with a 
passenger service statement. 

MR. SINCLAIR: With all due respect, that 
Shows how much he knows, and how well he has done his 
Howeworlc. We supplied him with the labour agreements, 
and if he thinks not then I will be glad to show him. 

MR. MacKIMMIE: It is a faet, 

MR. SINCLAIR: It is not a fact. We supplied 
you with the labour agreements in extenso -- three of 
them. Now, Mr,! Chairman, what we are saying is this, 
that we have contracts with labour. If these contracts 
are to be set@side that can only be done by mutual agree- 
ment pursuant to statute. If the grain trade, as 
represented by Mr. MacKimmie, are wanting to bring 
evidence to say that the railways have paid more than 
they should have paid to labour, then that is what 
they think, but when they ask us to test it then all 
ween give them are the agreements, which we did 
give them, and the amounts paid pursuant to those 
agreements which, under the law, are binding -- that 
is, under the Industrial Relations and Disputes 
Thresti pation Act. We gave them to him. They 
say they want es test them. After all, the only 
way they can test them is to look at the contract, 
know the law, and ask themselves whether it is a 
binding contract and what flows therefrom. That 
is my submission. 

MR. MAURO: Mr. Chairman, I think I 


must rise in regard to this matter because it is 
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becoming confusing for me, having regard to the approach 
we have taken to this thing. I might say we had 
anticipated in the Province of Manitoba that when 
this cost study was up for review, while we were not 
interested and would take no part in the question of 
the labour agreements themselves, we would expose the 
officers of the company, or other individuals pre- 
senting evidence, to very searching examination as to 
whether or not there is an over-supply of labour, and 
whether there are more efficient ways of handling this. 
I suggest, Mr. Chairman, this is the very thing that 
is going on from day to day in the companies them- 
selves. We in Winnipeg are confronted frequently 
with reports that the C.N.R. and/or the C.P.R. are 
laying off workers while a collective bargaining 
agreement is in force, so to simply suggest because 
the C.N.R. and C.P.R. have a collective bargaining 
agreement that it is an ironclad contract during 

the existence of which no changes can be made in the 
efficient operation of the railway which might, in 
fact, reduce the labour force, is a fantastic sug- 
gestion. I think that Mr. Blair and Mr. MacKimmie 
-- and now I must join forces with them -- are simply 
suggesting that we should be permitted in examining 
these cost figures to question the officers of the 
railways and/or their accountants as to whether 

or not there are efficiencies which might reduce 

the labour force, and --- 

THE ACTING CHAIRMAN: Well, Mr. Mauro, 


we have got to see what doors are being opened, and 
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if we are to cover every facet of the economy of the 
company. 

MR. SINCLAIR: We would like to have that ques 
tion put to Canadian Pacific. 

MR. MACDOUGALL: If that question is put to 
Mr. Gordon he will be happy to answer it right now. 

THE ACTING CHAIRMAN: I do not think it is fai 
to have Mr. Gordon make a statement when the Commission 
is asking Mr. Blair to withdraw the question. 

MR. MACDOUGALL: I was referring to Mr. Mauro's 
comment with regard to the general use of labour. 

MR, MAURO: We will deal with it when the 
matter comes up. 

THE ACTING CHAIRMAN: Yes, I do not think so. 

MR. SINCLAIR: May I make a suggestion so that 
you may handle this, Mr. Chairman? Possibly this is 
going to be raised. I am quite sure that the provinces 
and the grain trade could possibly write out over the 
week end their official position on labour on the rail- 
ways, and file it --- 

MR, FRAWLEY: I am not accepting any such 
invitation from Mr. Sinclair. 

MR. SINCLAIR: We could use that kind of 
statement very effectively. 

MR, FRAWLEY: I am not going to accept any 
more of that from Mr. Sinclair. He is only endeavour- 
ing to put me on the spot -- me and some others. 

THE ACTING CHAIRMAN: Of course, gentlemen, 
that sudden outburst just indicates where we may be 


getting on the matter of this whole question, and why 
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we must reserve our decision in that regard. What we 
are trying to do in this Commission is to solve a great 
problen,. We have in mind the interests of the shippers 


and bile public, and we have also to have in mind the 
railways. They all must be taken care of if we are 
going to do our duty, and we should approach it only 
-- every one of us -- from the standpoint of as broad 
a Canadian spirit as we possibly can. We will reserve 
our ruling on this. 
Are there any further questions from counsel 
of Mr. Gordon? 
MR. BLAIR: No, thank you, Mr. Chairman. 
THE ACTING CHAIRMAN: Mr. Mann, you have 
some questions? | 
COMMISSIONER MANN: I would like to lead 
syou into calm waters, if I may, Mr. Gordon. I have 
here paragraph 15 of Exhibit No. 46 which was filed 
yesterday -- perhaps I should read it: 
"The payment to the railways of the dif- 
ference between the statutory rates and a 
just and reasonable level of return would pro- 
vide a subsidy to the grain growers of western 
Canada and be paid on their behalf. The 
payments presently made to the railways and 
the Maritime Freight Rates Act provide a 
subsidy to the shippers of the Maritimes and 
Eastern Quebec." 
Now, I wonder whether you would go along with this: 
that the positioning of the two systems there was 


done for a purpose so as to point out the similarity 
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of your proposal to the procedure under the Maritime 
Freight Rates Act? 


THE WITNESS: In regard to the method of 


payment, yes. 

COMMISSIONER MANN: But there is a difference 
Mr. Gordon, between the Maritime Freight Rates Act, in 
which I have a fleeting interest as you know, and the 
proposed solution on Crow in the procedure set out 
in paragraph 15? 

THE WITNESS: Yes, there is. 
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COMMISSIONER MANN: And your procedure would 
provide this, that after initial determination by this 
Commission or by the Board, I think, the Board will 
be required to certify periodically the difference 
between the revenue received from Crow by each rail- 
way, and the level of rates which the Board may find 
just and reasonable, and I quote the passage from 
the Commission, "Having regard to changing conditions 
or costs of transportation which may occur from time 
to time." Now, the difference as between the two 
levels of revenue, that would be the difference that 
would be certified, would it not? 

THE WITNESS: That would be the idea. 

COMMISSIONER MANN: And that difference 
would then be paid by the Government to the railways? 

THE WITNESS: That is the suggestion. 

COMMISSIONER MANN: That is the essence of 
the proposal? 

THE WITNESS: It would be paid on behalf 
of the Western farmers through the railway accounts. 

COMMISSIONER MANN: It would be the difference 
between the two levels of revenue? 

THE WITNESS: That is right. 

COMMISSIONER MANN: Now, that situation, 

I think you will agree, is different from that under 
the Maritime Freight Rates Act because there is no 
certification under the Maritime Freight Rates Act? 

THE WITNESS: We are speaking of the method 
of payment and not only with the cost of the Crow's 


| Nest rates, we are dealing there with the fixed rate 


ne ip 

rs - 

’ 7 2 is 
ean a 


7 
oar 
ay 


dou 
1 mary } 
ak. *: ny. | 
enone) tha teat 
lye | 


SLaLa ert oa 


as? to ‘atace to 


Ja TiN. Xe 


[eis } ea) ee : a 


» - 
‘ye 


’ ; . or i peg alainy I ; 
ee 
on a! i caueoed 9 leh 9 a mits ta oA wd | 


ey oA esta. 


Gordon, cr.ex. 1395 
ANGUS, STONEHOUSE & CO. LTD. ; 
TORONTO, ONTARIO 


and that is not the case in the case of the Maritime 


Freight Rates Act because they do take general 


freight rate increases and the payment is supported 


by legislation, It is a percentage payment. i 

COMMISSIONER MANN: And the certification 
is not on the levels of rates, but on individual 
rates, is it not? 

| THE WITNESS: Yes, in respect of payment. 

COMMISSIONER MANN: Now, I want to see -- 

THE WITNESS: May I just point out, Mr. 
Commissioner, that in the interests of preventing mis- 
understanding the sentence which says, "The payments 
presently made to the railways under the Maritime 
Freight Rates Act provide a subsidy to the shigpers 
in the Maritimes and eastern Quebec." That is all 
that the statement says. It does provide the subsidy, 
but I am not trying to say it is the same thing we 
are proposing in connection with the Crow rates. 

COMMISSIONER MANN: I wanted to clarify the 
method proposed by you as being entirely different 
from the method presently used under the Maritime 
Freight Rates Act. 

THE WITNESS: The method in terms of the 
subsidy, yes. 

COMMISSIONER MANN: Let me show you; this 
works out that the present Crow rate from Winnipeg to 
Fort William is 14 cents per hundred pounds. Supposing 
a reasonable rate would be 28 cents, and I put this 
word, “reasonable” in quotation marks at this stage 


of the proceedings, and then we get an increase of 
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100 per cent, and then supposing the Board authorizes 
within the next two years general freight rate increases 
totalling 50 per cent, would you think that this general 
freight rate increase would be applied on the Crow 

rate as increased initially by 100 per cent; would 

that be reasonable? 

THE WITNESS: Yes, subject, of oeanees to 
the Board of Transport review in that respect. We 
would certainly, I think, make application in these 
circumstances to the Board of Transport so that a reason 
able level would be adjusted upwards. 

COMMISSIONER MANN: Then, the new reasonable 
rate from Winnipeg would be 28 cents for the 50 per 
cent, or 42 cents; I hope I am right in that. 

THE WITNESS: I wish you wouldn't take such 
large ranges, it sounds very bad. We haven't yet 
succeeded, I regret to say, in getting a 50 per cent 
increase. 

COMMISSIONER MANN: Now, that new rate of 
42 cents, Mr. Gordon, wouldn't be determined as a 
rate, per se, but as a very small part of the new 
overall level of grain rates, would it not; there is 
no determination of the reasonableness of that 
particular rate? 

THE WITNESS: Well, the determination would 
always have to be by the Board of Transport. 

MR. McDONALD: The determination of the 
reasonable level of breakdown. 

COMMISSIONER MANN: You have been talking 
about the level breakdown rather than the individual 
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rates? 

THE WITNESS: I see what you mean. 

COMMISSIONER MANN: The determination of 
whether or not that 42-cent rate would be reasonable 
or not would be the level? 

THE WITNESS: That would be the level we 
have in mind, yes. 

COMMISSIONER MANN: Going back to this 
Crow rate from Winnipeg to Fort William, which is 14 
cents at that level over 420 miles and that rate is 
not attractive to the truckers, I think you said 
earlier? 

‘THE WITNESS: Yes. 

COMMISSIONER MANN: If it were increased 
to make it 100 per cent, to make it 28 cents, it 
might still not be attractive to the competitors, 
or do you think it would be? 

THE WITNESS: I couldn't say; the truckers 
would have to answer that question. I have said in 
a general way that I am of the opinion that the 
trucking will never be feasible competition in volume 
with the transport of grain by the railway. That is 
my general belief, and if it ever got to the stage 
I think that the railway methods of operation would 
rapidly meet that competition. 

COMMISSIONER MANN: I see. You see what 
I was trying to find out was by taking the rate at 
14 cents initially increased by 100 per cent and 
getting 28 cents, and then increasing it another 50 


per cent say as a consequence of a general freight 
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rate increase, and arriving at a level of 42 cents 

per hundred pounds over 420 miles, that looks very much 
in the range of feasible truck competition, bearing 

in mind the particular volume rates between Toronto and 
Montreal? 

} THE WITNESS: I wouldn't disagree there could 
be a place where the railways could price themselves 
into the truckers’ market, it could be, but I have 
grave doubts that would become a volume factor. 

COMMISSIONER MANN: I can see that. You 
see, if this traffic at 42 cents were non-Crow traffic, 
and you stood to lose 42 cents, you would likely meet 
that rate or come to a lower rate? 

THE WITNESS: Again, it would depend on 
circumstances; I wouldn't like to make a general 
statement. I do see where there could be an individual 
situation where a farmer might find it to his benefit 
to truck his grain from his farm right through to the 
head of the lakes. 

COMMISSIONER MANN : For the shortest 
distance? 


THE WITNESS: There could be some individual 


eases of that, yes, but I still stick to my statement 


in terms of volume; I don't think it could ever be 
very great. 

COMMISSIONER MANN: Mr. Gordon, I have 
one other question and this has something to do with 
horizontal increases, of which as you know we must 
deal at some stage of this evidence. I was looking 


last night at the rates from Winnipeg to Fort 
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William on Crow, and from Brandon to Fort William on 
Crow. Today under the Crow rate, under the Crow 
system, the Winnipeg to Fort William rate is 14 cents 
a hundred pounds, and from Brandon to Fort William it 
is 16 cents per hundred pounds, so the differential 
between the two rates is two cents. Assuming a 100 
per cent increase generally talked about was put 

into effect, the Winnipeg rate would become 28 and 
the Brandon rate would become 32; the differential 

of two cents has now gone up to four cents per hundred 
pounds. Now, assuming what I have assumed before, 
another 50 per cent increase authorized by the Board 
at some stage, the Winnipeg rate would become 42 

and the Brandon rate would become 48, and the original 
differential of two cents how now gone up to six 
cents. Now, I realize this is no concern under 
your system, and that of the C.P.R., to the farmer, 
but might it not be of concern to the crop which 

has to cover the payments? There is a horizontal 
impact there, the impact of the horizontal increase 
which would have to be covered, not by the farmer, 

we know that, but by the Crown. Is there any 
comment you wish to make on that? 

THE WITNESS: I prefer not to comment on 
that; I think it gets into detail which would need 
some examination and I am sure you would get a 
better report from our rates expert when he is 
giving evidence. There will be evidence from our 
rates expert who knows much more about these details 


than I do, and I am afraid if I rushed into a reply 
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that afterwards he might say, "What on earth did you 
say that for?" I will leave it to the experts. 

COMMISSIONER MANN: In part of the evidence 
given by your expert, may I suggest, perhaps, that 
some consideration be given in his evidence when the 
question comes up again as to whether, perhaps, the 
farmer in Brandon might under this system feel a 
greater stigma than a farmer in Winnipeg? 

THE WITNESS: There may be analagous 
conditions arise, but I am sure they could be easily 
dealt with if and when they do. 

COMMISSIONER ANSCOMB: Mr. President, will 
you just clear this up for me. I understood yesterday 
in your general statement that you were indicating 
a deficit for the current year. Now, I wouldn't 
raise the question again, but I think in answering 
Mr. Dixon this morning you took exactly the opposite 
position. Am I correct in that? 

THE WITNESS: If I did, then I was very 
wrong in doing so. I didn't intend to do so; 
certainly we will have a deficit for the current 
year. As a matter of fact, we forecast our deficit, 
I think it was $34 million-odd, that is what the 
forecast was and, of course, we haven't completed 
our figures yet, and I can't tell you. 

COMMISSIONER ANSCOMB: I thought your 
first answer was correct. You correct it now, then? 

THE WITNESS: I am sorry; I didn't intend 
to say that. | 

COMMISSIONER ANSCOMB: Could I just say 
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this, Mr. President,that with reference to the C.P. 
income tax suggestions which, of course, we haven't 
heard from yet, I take it that in the normal eenne 
any adjustment of the Ihcome Tax Act would be tied 
just to that, but when they bring in one and two on 
page 2 of your explanation they go further than the 
normal income tax suggestion, and if those two clauses 
were carried out it seems to me that they extend to 
you extreme generosity. In other words, in the 
figures that you yourself present, which you have 
taken from the Canadian Pacific, they would be given 
$14 million -- or, you would, rather -- and if we 
followed the normal course of events, and I under- 
stand quite clearly that you are opposed to their 
suggestion, but if we come to the normal course of 
events of the increases, wherever they may come from, 
whether from the farmer or the taxpayer it doesn't 
matter to you, that if the C.P.R. got $35 million 
more through normal taxes on that additional profit 
and if you got $28 million more within the application 
of one and two that I have referred to, you simply 
would be here with a deficit instead of $50 million 
of $22 million; am I correct in that assumption? 

THE WITNESS: In respect of the year in 
which we have the deficit, that is quite right. 

COMMISSIONER ANSCOMB: The hypothetical 
year? | 

THE WITNESS: That is right. 

MR. FRAWLEY: Arising out of Mr. Commissioner 


Mann's question to Mr. @rdon, I would like if I may 
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to ask Mr. Gordon a question. 
Mr. Gordon, Mr. Mann called your ghteatien 
to paragraph 15 in the principal C.N. submission in 
which you make the statement very plainly that this 
payment to the railways would provide a 
subsidy to the grain growers of western Canada. Now, 
Mr. Gordon, might I call your attention to paragraph 
11 of the agreement of the 6th September, 1897, which 
you will find attached to the joint submission as 
appendix B. It is on page 44 of Exhibit 45, the 
joint submission. Do you have it now? 
THE WITNESS: Yes. 
is the convenant between the C.P.R. and the Govern- 


ment of Canada, reading as follows: 


"There shall be a reduction in the 
Company's present rates and tolls on grain 
and flour from all points on its main 
line, branches or connections west of Fort 
William to Fort William and Port Arthur 
and all points East of three cents per 

100 pounds, to take effect in the following 
manner:-- one and one-half per cent per 
one hundred pounds on or before the first 
day of September, one thousand eight 
hundred and ninety-eight, and an additional 
one and one-half cents per one hundred 
pounds on or before the first day of Sept- 
ember, one thousand eight hundred and 


MR. FRAWLEY: That is the agreement, that 
ninety-nine; and no higher rates and such 
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"reduced rates or tolls shall be charged 
after the dates mentioned on such merchan- 


dise from the points aforesaid;" 


That was the covenant originally made by the 
C.P., Mr. Gordon, validated by the statute which 
precedes it in this book and which can be found 
commencing at page 36. Then in 1925 there was added 
sibsection 6 to the Railway Act, to Section 328 of the 
Railway Act, which simply said that the rates would 
be governed henceforth by the provisions of the agree- 
ment which I have just read. 

Mr. Gordon, the proposal now made by the 
companies is that there should be a payment made to 
them by the Government of Canada so that they would 
receive in all twice the amount of money they are 
now receiving from the farmers themselves for the 
carriage of export grain; that is a fair statement, 

a fair way to put it? 
THE WITNESS: I think so. 
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Q. The agreement, then, in so far as 
the farmers are concerned, is remaining as it was 
written in 1897? 

A. That is a legal question and I will not 
answer. 

Qe Well, if the farmer certainly is going 
to pay any more than he has been paying now, surely 
it is not an inaccurate statement to say that the 
farmer is continuing to pay under the terms of the 
agreement of 1897? 

A. I don't know whether the agreement 
of 1897 is in the statutes today; that is my point. 

Q. That may be true. 

A. If you say so, I will take your word 
for it. 

Q. You are in it now and you were not in 
it in 1897? 

A. That is my point. 

Q. But you are seeking from the Government 
of Canada an amount of money, for instance, a portion 
of the total receipts covering the movement from 
Regina to Fort William of 20 cuntint ok 40 cents? 

A. Yes. 

Q. I put it to you that instead of call- 
ing this a subsidy to the grain growers you are 
asking the Government of Canada to pay you some money 
6 enable VOM and Canadian Pacific to fulfill the 
solemn obligations and solemn covenant entered into 
on September 6th, 189'7? 


A. That, of course, is not a question; 
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that is your argument. 
Q. I am being courageous, Mr. Gordon. Do 


you agree with what I say? 

A. No, sir, I am very courageous in saying 
I .dou't. All we are asking -- let me put it in a very 
simple fashion; I haven't got the interpretive analytica 
mind that you have -- all I can say in a very simple 
way is that we in Canadian National are asking that we 
be paid for services performed, having in mind the 
costs that we incurred in performing that service. 

Q. That is really what the Bridge sub- 
sidy does; it pays you for costs expended in main- 
taining those traffics? 

A. For services performed. 

Q. ‘And that has always been regarded, I 
think, as a subsidy to the railway? 

Hie Absolutely not, sir. We have said 
also that the matter of M.F.R.A. is not a subsidy 
to the railways; it is a benefit and subsidy to the 
shippers. 

THE ACTING CHAIRMAN: I think those are 
all the questions, Mr. Gordon. We thank you, and 
may I say that the Commission is pleased and flattered 
that you and Mr. Crump, the heads of the two great 
railway organizations in this country, have goad 
here at the opening of our hearing here. I can 
only say that we have some knowledge of the work 
you are doing and how essential it is to Canada, 
and we appreciate very much your having come here. 


MR. GORDON: Thank you very much, Mr. 
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Chairman. You may rest assured we are at your ser- 
vice at any time to assist you in any way. Thank 


you. 
---Short recess. 


THE ACTING CHATRMAN: Mr. Sinclair? 

MR. SINCLAIR: From the remarks, Mr. Chair- 
man, that you made at a stage yesterday, before my 
friends produce their answer in regard to the submis- 
sions made in respect to the motions, there is just 
one point that has been brought to my attention at 
page 1205 of the Transcript, Volume 10. It is when 
Mr. MacKimmie was speaking, and he said -- I am only 
reading after the conjunction -- “in fact, the people 
of Canada think that the Crow's Nest rates are the 
only ill and the healing of it would be a complete 
cure to all the railway problems in Canada." The 
transcript reads: 

"Mr. Sinclair: That is my submission." 
That should be: "That is not my submission." It is 
so that there is nobody being misled in the position 
IT am in. 

_ THE ACTING CHATRMAN: We are glad you 
clarified that. 

MR, SINCLAIR: I am not taking the posi- 
tion, I don't, but if I did say what the transcript 
says, it was certainly that my mind was somewhere 
else. I think I did say it was not my submission. 

MR. MACDOUGALL: Mr. Chairman, in review- 


ing the transcript this morning, there are a number 
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of items which might be described as errata in the 
cross-examination on testimony given by Mr. Gordon 
yesterday. I don't know whether this is an appro- 
priate time to place on the record --- 

; THE ACTING CHATRMAN: Well, you can file the 
corrections. 

MR. MACDOUGALL: I will be glad to file the 
corrections. I would like to say for the benefit of 
the Quebec friends of Canadian National and Mr. Gordon 
that I would particularly like on page 1333 to see 
that the word "Chibougamau" is spelled properly. Also 
it is in the Province of Quebec and not in the Province 
of Ontario. 

COMMISSIONER BALCH: How do you spell it, 
Mr. Macdougall? 

MR. MACDOUGALL: It is spelled C-h-i-b-o-u- 
g-a-m-a-u. 

THE ACTING CHAIRMAN: The arrangement is 
that we have the reply now. 

MR. MacKIMMIE: Thank you, Mr. Chairman. 

If it please the Commission. I will not be very 
long, Mr. Chairman, in my reply to Mr. Sinclair. 8 
‘think he did say he had some difficulty and trouble 
in following my motion. I explained it before I 
put the motion to you and, I believe, at least to 

my entire satisfaction, he demonstrated that he 

did understand it. I specifically, I thought, 

Mr. Chairman, advised the Commission that the es- 
sential purpose in passenger deficits was to indicate 
to this Commission that there are other unprofitable 


or non-compensatory services given the citizens of 
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Canada, that, too, should be subject to any form of 
relief. Mr. Sinclair advised the Commission that 

he knew of no other statutory rates of that class. 

May I say, Mr. Chairman, that the class to which I was 
speaking was any type of railway service furnished in 
Canada in the natimal interest or national policy 

which was unproductive of sufficient revenues to 

produce some income, That, I say, is the general class; 
that, I say, is something that should be spread among 
all people in Canada. 

Now, in my answer I think I did concede to him 
when he said that passenger deficits were not part of 
this study. It was abundantly clear that that may be 
a profit and loss approach to export grain and cer- 
tainly wasn't an answer to the broader issue which I 


felt was before this Commission. Now, to my request 


lines operating in all sections in Canada, the bril- 
liant answer was, do I want to tear up certain branch 
lines? Mr. Gordon, I thought, was perfectly 
frank in what iis advised the Commission yesterday, 
and certainly it may be Saad thing, he agreed with 
me, to have branch lines serving unproductive areas 
in the national interest. | 

MR. SINCLAIR: Well, Mr. Chairman, if Mr. 
MacKimmie is now going to refer to evidence and turn 
to the record, I am sorry, Mr. MacKimmie, but this 
putting in of, Mr. Gordon's evidence surely is not an 
answer to the motion and we are not going to start 


to see the profit and loss on the different branch 
dealing with that evidence, because if that is so, I 
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would feel it would be necessary for me also to deal 
with the evidence. 

THE ACTING CHAIRMAN: i don't think so, but 
we will let Mr. MacKimmie make his reply. 

MR. MacKIMMIE: Mr. Chairman, if I have 
attributed something wrong to Mr. Gordon, I was wrong, 
and may I say that it would be my submission that there 
are unproductive branch lines serving Canada which are 
in the national interest and which should bear their 
fair share of any relief that might be given. 

| Now, sir, perhaps if we adopt the phrase 
of some person, the burden to the public outweighs 
the area sntiges to the railways. Now, if the 
burden to the public is placed there because of pas- 
senger services in Canada, branch lines services 
or any other matters which I mentioned, then I say 
te you that these burdens should take their place 
in the picture with the Crow's Nest Pass rates in 


Canada, if, indeed, this is not compensatory. 
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Now, Mr. Chairman, you asked other counsel 
whether they felt that they were non-compensatory: In 
so far as the organizations for whom I act, we like 
Mr. Dixon take the position they are compensatory 
until shown otherwise. We say further that to test 
them then indeed some of this information sought would 
be asked for. 

in Mr. Sinclair's address yesterday he con- 
stantly referred to "Mr. MacKimmie wants to introduce 
these things, let him come at the appropriate time. 

He has a large organization headed by Canadians with 
lots of money". Mind you, we have working legal 
and economic staffs but I question whether we are 
any bigger than the Canadian Pacific Railways. That 
is no answer. I accept with grace his kind comments 
that we know everything about grain. May I 

counter and say he knows everything about railways 
and it is a little silly to say, "You, MacKimmie, 
acting for the grain companies, go and present this 
railway problem", when he has within his control 

the knowledge which I require. I am quite content 
to be a plaintiff in one phase of this whole inquiry 
but would like to be a defendant at other phases at 
an appropriate time if directed by this Board when 
he, as a defendant, has all the information I 
require. 

Now, your comments: Mr. Gairman, you 
asked him what other things were going to be presented, 
what other railway problems or inequities. I heard 
one, Section 52 of the Railway Act and the general 
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statement there could be others. Now, as far as my 
clients are concerned I am not satisfied with Mr. 
MeDonald and Mr. Sinclair saying these things will be 
put in at an appropriate time. My clients say the 
appropriate time is right now because it is at that 
phase of this hearing that we want to use this particu- 
lar information. 

The .inference was left that my demands have 
been excessive. With respect, I do not think they 
are. I have asked for some general information, I 
have asked for passenger deficit, branch line operation, 
whether they are losing money, whether they are paying 
on a geographical basis: I have asked for, in totals 
only, the revenue preduced in Eastern am Western 
lines. it is not so long ago this information was 
given for many years to the Board of Transport Com- 
missioners and I just want to get that information 
too. Now, I have asked as well for non-rail 
income and I would not think that is a Herculean 
job that would take months to furnish me for the 
purpose for which I want it. I do say if we get it, 
we get it now. 

Mr. Sinclair says in essence "Mr. MacKimmie's 
motion is nothing more than to frustrate the work 
of this Commission, call a stop and send everybody 
home for the railways to do more work". I would 
put it the other way, let the railways start to do 
the work that they should have done to present at the 
initial stages of this hearing. My clients have 
specifically instructed me to advise this Commission 
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we are not here to frustrate or delay. We will cross- 
examine on such material as we are able to at that 
time. I made a commitment in September that I would 
do my best to cross-examine even then on the question 
whether I could get into the costing phases of this 
hearing. I certainly will do everything I can with 
the material on which I have been instructed to cross- 
examine. 

My motion was that when we come back, I think 
there will be motions before this Commission to cross- 
examine on costing, then this other information be 
given. 

MR. SINCLAIR: This is another motion now? 

THE ACTING CHAIRMAN: I take it not yet. 

MR. MacKIMMIE: Yesterday you made two 
remarks to Mr. Sinclair and to all of us, indeed, you 
said this Commission is here to look into all railway 
problems. Secondly, and more important I think we 
will all agree, you said that this Commission should 
do nothing to disturb the unity of Canada. Now, 
in so far as transportation and the effect it has 
in Canada I can think nothing, nothing whatsoever 
that could lead more to disunity in Canada than to 
put the C.P.R. stoplight on one shipper who is 
being given service below cost when we know others 
exist. It cannot help, in my respectful submission, 
but result in the press, radio and through business, 
it cannot help but to result in some sections of 
Canada looking to others and saying "You are getting 


special treatment, you are the cause of my ills”. 
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Certainly when the C.P.R. central solicitor suggested -- 
he only pat it as a suggestion -- that now you might 
go one step further and make it in the form of an 
interim finding, I say that the people of Canada will 
not be served if we are going to preserve the unity 
with any such suggestion. IL do not think it is a 
healthy thing that any Royal Commission or Government 
authority does anything which I say would cause one 
part of the country to be very critical of the services 
that have been given to the others. 

The €.P.R. solution: They seem to suggest 
they want income tax relief. I think there is a fine 
distinction there but I do not want to get into any 
argument about subsidies. However, if they are not 
going to pay into the public treasury tax which they 
would otherwise pay, to me it looks like the same 
charge on the public treasury as if a subsidy were 
paid from it. Just why that subsidy has to be 
tacked to one great volume of traffic which is 
wholly unprotected from other forces of transportation 
systems to take their grain, I know not. I do not 
think that there is any doubt that the railway 
witnesses will admit, when the time comes, what 
losses there are in the other traffic. Just why 
they want to persist so much on the Western Canadian 
farmer, I do not know unless, reverting to former 
positions, that the real desire and the basic desire 
is to remove statutory grain rates from the control 
of Parliament. I know you commented and Mr. 


Sinclair commented, we are not asking the farmer 
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on this occasion, but I think it is emphasized in 
the picture at this time that he cannot afford to 
pay. The significant thing in so far as we are 
concerned, and there was some discussion this morning, 
if we are going to come back annually before the 
Transport Board and keep concentrating on what its 
deficit in this one traffic is to the exclusion of 
all others, then I do not think it is very realistic. 
I am a little suspicious of this Trojan horse that 
is going to offer this solution for a long range and 
certainly the Western Canadian farmer would have to 
suffer because public pressure will be brought through 
many media to show that there is one preference given 
in this part of the country. 

It completely escapes me why they want to 
concentrate on one thing. There is no magic in 
the fact if they are losing money transporting grain, 
why can't they go in and say, "Now look, we are 
also serving this country with a number of branch 
a teae in the national interests and it is a good thing 
for Canada and we should not do that for nothing, we 
should get a reasonable return for that too." Why 
they won't take that approach certainly defies my 
sense of fairness and certainly the sense of fairness 
of my clients. That is what I have to say as to 
the long range effect on what is going to happen. 

I am not going to go into all of Mr. Sinclair's 
argument as to what he thought my purposes were. I 
credit this Commission and all its members with their 


sense of fairmess to look at what I said as well as 
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what Mr. Sinclair said. I abide by the reasons which 
I say are honest convictions of these people to ask 
for this information. 

One parting thing: Mr. Frawley asked for 
an early decision and you quite properly said no snap 
decision would be made. However, in so far as my 
position with my clients it is necessary to know what 
type of case I will be permitted to meet. Lfhl- am 
going to be locked in, as I think the position of the 
C.P.R., as I interpret their position, into one thing 
ope not look to others then, please do not misunderstand 
this as a veiled threat because there is not one, just 
what assistance we can be with a very limited approach 
I do not know. I would have to receive further 
instructions. If I am to prepare a case of my own 
to cross-examine the railway witnesses then I respect- 
fully request, without making any snap decision, 
that this Commission let us know as soon as conveniently 
possible. 

Now, the attack on me -- not on me because 
there are no personalities here but the attack on 
my motion was chiefly delay. That just simply is 
not true. If this information in the form in which 
I asked for it comes I will assure you and the other 
members of the Commission there will be no delay 
unless there are very cogent reasons offered by my 
clients, Thank you for your 
attention. 

THE ACTING CHAIRMAN: Mr. Frawley? 

MR. FRAWLEY: Mr. Chairman and members of 
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the Commission, Mr. Sinclair's attitude towards my 
motion can be summed up very briefly as saying to the 
Commission "Mr. Frawley wants a great deal of in- 
formation, he is at liberty to go and get it". I 

am going to read a paragraph from what Mr. Sinclair 
said at page 1282 as a starting place. I have to say 
to the Board that perhaps Mr. Sinclair said this with 
great jocularity but I am taking it very seriously 
because it goes to the gist of everything that I want 
to say to the Board. At page 1282 Mr. Sinclair said: 


"Mr. Frawley, of course, comes from 
a wealthy province and they have at their 
command a whole university full of econ- 
omists, statisticians, mathematicians, 


philosphers, lawyers." 


I might be excused for taking a little bit 
of exception to the fact that my friend put the lawyers 
at the end of the list. 


"Mr. Frawley has behind him the 
complete legal staff of the Alberta Goverm- 
ment, skilled excellent people that we all 
know they are. He is under no disability." 


Now, I am going to take that seriously be- 
cause I am frank to say that I am seeking aid to make 
my own case. Let there be no doubt about that, I 
am seeking aid to make my own case and I make no 
pretense about it. I go to the C.P.R. and I ask 
them to furnish information, the tools with which I 
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can do the job that I have set out to do on behalf 
of the people of Alberta. There is no question about 


that, let us not misunderstand each other at all. 
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Why do I go to Canadian Pacific? Well, I go, Mr. 
Chairman, because chiefly, in the nature of things, 
there is not the material available in Ottawa such as 
there is, for instance, in Washington, in the offices 
of tite Interstate Commerce Commission. If there 
were available here the material which has been built 
up over the years in the ICC, I doubt if my people 
would have had any problem when I asked them to cost 
such-and-such a movement. They could give me a 
fairly respectable answer which I could use'to make 
the case I wish to make. I do not think this is 
giving evidence, Mr. Chairman, when. I say I had a 
gentleman come over the other day from one of the 
cities in the United States. He spent a day in 
Ottawa with this Board, and in the Dominion Bureau 

of Statistics. He was received very courteously, 
as you might suppose, in both places, and he after- 
wards came to me and said: "Mr. Frawley, there 

is no dats for me to work on. There is not the 
information which I need to do the job you want 

me to do." That happens to be a simple fact 

ofr lire. 

So, we have to go to the Canadian National 
and the Canadian Pacific and ask for this informa- 
tion, and I am sure, looking at you gentlemen and 
looking at Mr. MacPherson and Mr. Mann who have 
lived with the rate cases, and lived in this 
room for so many years -- they know as a fact 
that the information is not available. Therefore, 


if I want certain cost information, and I have not 
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got it, then I have to go to the railways. 

That is the basis on which I am making this 
extraordinary application; this ill-considered appli- 
cation; this not too large application -- because that 
is how my friend described it yesterday. I want to make 
some things very clear as to the nature of the appli- 
cation I am making. I want costing analyses made of 
traffics that are remunerative. Mr. Sinclair 
thinks that when he points out that the traffic I 
am thinking about is remunerative that that is an end 
uot, I want to know the costing element of the 
traffic that is quite remunerative. I made my 
position very clear. There are burdens in this 
freight rates structure, and I want to know where 
those burdens are. 

Mr. Sinclair says the Crow's Nest Pass 
traffic is a burden, and for the purpose of my 
discussion, and only for the purpose of my discussion 
-- as I stated yesterday, we have high hopes when our 
experts do the costing, and provided they get the 
information from the railways as I hope they will, 
we will come in and present a case to show there is 
no burden -- but let us say for the purposes of this 
discussion the grain traffic is a burden, then I 
say there are other burdens of that kind. Mr. 
acKimmie has referred to some of them, and I will 
also in a moment. I say there are burdens, dif- 
ferent kinds of burdens, placed upon the remunera- 
tive traffic to carry the deficit burden of the 


other traffic. I made that position clear in 
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september, and if I did not make it too clear then I 
wish to make it clear now. 

This Royal Commission was established, I think 
there is no doubt -- perhaps I should say, in my respect- 
ful opinion, it appears it was set up as a result of 

two exhibits in the 17 per cent case, one Pilea by the 
anadian National and one filed by the Canadian Pacific; 
the Canadian Pacific exhibit being No. 5822, and the 
Canadian National exhibit being Exhibit 5814. Exhibit 
5822 indicated there on its face for all to see the 
stortions in the Canadian freight rates structure; 
stortions -- and I use the word deliberately in the 
plural -- distortions which required the railways to 
say to the Board of Transport Commissioners: "If 

you will give us $31,500,000 . . ." -- I am speaking 

of the Canadian Pacific -- “If you will give us an 
increase of $31,547,000 we will take $23,000,000 

and more of that $31,000,000 from (what I call) 

the captive traffic." That was the distortion 

that resulted, in my respectful submission, and I 

think it is obvious, in the setting up of this Com- 
mission, because I say, paraphrasing it, that the 
Government of Canada said to this Commission: "This 

is wrong. It is wrong that you should now have got 

the Canadian freight rates structure, due toa 

variety of things for which the railways are not 
sponsible, into such a situation that they go to 

the Board of Transport Commissioners themselves and 

say: ‘We need $31 million to pay this recently 


imposed wage award. We need $31,500,000, but in 


‘OF Aad) 
q = lope! 


+ =e 


be 7 a - 


Frawley 1421 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


the light of things as they now exist we have to take 

$23 million plus from the class rates and the non- 

competitive commodity rates -- the remunerative rates.!" 
I say that I want to know how remunerative 

they are. I want to know the extent of the burden 

they are carrying in the Canadian freight rates structurd. 

Why, Mr. Chairman, did they have to say that they were 

going to have to take $23 million out of the $31 mil- 

aon from the class rates and the non-competitive 

commodity rates? I might say in parenthesis that 

that situation struck the Government of Canada so 

forcibly that they passed a statute at the last session 

putting $20 million into the Canadian freight rates 

structure as a temporary relief -- from what? It is 

perfectly obvious because the statute and the Order 

of the Board made subsequently limiting the benefit 

of $20 million to wesc rates, the class rates and 

the non-competitive commodity rates, which was re- 

quired on the C.P.R's own statement to take 73 point 

something per cent of the money they say they needed 

to pay a recently imposed wage award. Why did they 

do that? They did that because when they came to 

agreed charges and they looked at what they could 

get out of the agreed charges to help them pay the 

$31 million they came up with the Ruawee "We 

can only get $500,000 out of our agreed charges." 

These are the agreed charges that my friend says are 

remunerative, and he asks: "So, why is Mr. Frawley 

talking about them at all?" I am talking about 


them because that is what this Commission was set 
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up to look at and say why it is that that situation 
has occurred. 

Can we do anything about it? The railways 
did not bring it upon themselves. I have heard them 
many, many times say: "We were forced into these agreed 
charges because of the competition of the trucks", but 
it is there. 

Then, they come to international rates, and 
there is more distortion. That has no part of the 
large wage award, and that is all I am talking about. 
I am talking about the distortions disclosed by this 
document which I say more than anything else led to 
the setting up of this Commission. We find that 
the international overhead, import and export, and 
other related rates take ete) pare; of it? My friend 
says, and of course it is a fact, they take the in- 
creases ordered and authorized by the Interstate 
Commerce Commission. Even the Canadian portion of 
them take the increases authorized by the Interstate 
Commerce Commission. If you have a joint single 
factor rate running from Florida to Edmonton on | 
canned citrus fruits you find that the whole of that 
haul from some place out on the Canadian boundary 
into Edmonton takes no increase at all under Canadian 
increase authorizations, but it takes the increases 
authorized by the Interstate Commerce Commission. 

So, you have what I call a ridiculous situation of 
the international rates in Canada, or that portion 
of the international rates in Canada-which represents 


actual haulage in Canada,paying increases to satisfy 
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labour conditions in the United States. That, to me, 
is just one of the distortions, and that is why the 
Canadian Pacific had to come in and say: "Of the $31 
million we need to pay this last wage award in Canada 
no part of that increase on the haul from Emerson, 
Manitoba, to Edmonton extends. Because some of the 
increased wages went to pay a man on the haul from 
Emerson, Manitoba, to Edmonton we cannot take any 
part of that out of the international rates." They 
could apply no increase against that traffic because 
they said that the United States increases are applied 
there. 

| Now, I am not disputing that, but they may 
mention the grain and grain products rate. There is 
no increase there. We know that. That is one 
of the distortions that caused this document to look 
the way it does, and caused, perhaps, this Commission 
‘to be set up. It is a distortion, but it is only one 
of many distortions. I say, as I said yesterday -- 
and I may be excused for saying it again -- if my 
friend needs a subsidy he needs it because of what 
this document told the Government of Canada, and I am 
referring to Exhibit No. 5822 which is to be found in 
the last Judgment of the Board in the 17 per cent case. 
He needs it to take care of all the distortions, and 
he needs it, too, because he does not make anything 
from his passenger service; in fact, he makes minus 
several millions of dollars. 

I am not pointing the finger at all. ain 

associate myself with what Mr. MacKimmie says. 
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Probably these things have to operate just as they are. 
It is another problem. The freight traffic is dis- 
appearing to the trucks, and the passenger traffic 
is disappearing to you and me when we go from Ottawa 
to Montreal in our cars, instead of taking the train. 
That is the situation they are faced with. Lt, ia a 
difficult situation, but it is all of those situations 
which resulted in the Government of Canada setting 
up this Commission and asking you gentlemen to in- 
vestigate them. I say it is ironical to think 
that we have watched this pendulum swing from the 
point where there is to be no mention of the Crow's 
Nest Pass rates to the point where Mr. Sinclair says 
he wants you to make a report just as soon as you 
can on that one topic. That, if I may say so, is 
reaching the fantastic. It is tragic to think that 
after fighting freight rate cases for ten years and 
watching things get worse and worse and worse, and 
watching that rate based on all the increases that 
could be applied shrinking and shrinking until now, 
as disclosed in the same document, it is down to 
32 per cent of the revenue, and to think that now 
we are going to concern ourselves with it, and then 
in spite of that my friend just wants relief in 
regard to Crow's Nest Pass grain and says: "Leave 
the rest of it to us. We will work ourselves out 
of the passenger deficit." How, he does not say; 
Mr. Gordon did say, and please do not misunderstand 
me because I do not want to be misunderstood --- 

MR, SINCLAIR: I was not giving evidence. 

MR. FRAWLEY: No, but Mr.Gordon was. 
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MR. SINCLAIR: I do not know why we are 
going into that evidence in answer to a motion, Mr. 
Chairman. 

MR. FRAWLEY: Well, well -- I think the Com- 
mission heard what Mr. Gordon said. We certainly got 
an unexpected bonus from Mr. Gordon when he talked so 
frankly about the passenger deficits, and when the 
joint submission says: "Leave that to management", 

As far as I am concerned, and the people I represent 
are concerned, put it right out on the table right 
next to the grain rates, and put the branch lines 
@ficits right next to the grain rates. I cannot make 
myself any clearer than that. 

As I say, I want information from the railways 
because I cannot go anywhere else, and I cannot make it 
too clear that it would be a sad result if my friend's 
position were accepted and for any reason -- any 
reason -- we were told this information cannot be 
made available to the people I represent. 

The alternative is, of course -- my friends 
have always taken this attitude and have said: "We 
will give all this information to the Commission and 
to its starr” I am sure if they gave that infor- 
mation to the Commission and its staff it would be 
well examined, thoroughly examined, and very good 
results would ensue. I have every confidence in 
the staff which the Commission has gathered about it, 
and which at will probably continue to gather. Let 
justice be done, someone said, as long as the money 


lasts. That would probably be a good result, but 
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we would not have anything to do with it, and you 
would lose the benefit of -- I am certainly modest 
about anything I contribute to it; I must not give evi- 
dence, but I am sure my friend Mr. Sinclair would not 
mind me putting on the record a sort of --- 
THE ACTING CHAIRMAN: You have both done it 

before. 

| | MR. FRAWLEY: My friend Mr, Sinclair and 
I had a short exchange on, the telephone the other day -- 
we have had. many of them, I might say -- and I said: 
"Perhaps it would be better if we are all out of it. 


Don't you think we would all be better if I were out 


of this, Mr. Sinclair?" -- of course, I didnot call 
him "Mr. Sinclair" -- and he said: "Of course, there 
is no question about it at all, Mr. Frawley" -- and he 


did not even call me "Mr. Frawley". He said, "of 
course, you are a help to us. We recognize that", 
and they always have. Well, now, we are at a crucial 
point, and I say, sir, there is no jocularity about 
this. I say we are at a very crucial point here. 

We are ready and willing to bring forward experts, 
and to expend money in bringing forward experts, to 
place before the Commission what we think about the 
other distortions in the freight rates structure. L 
cannot get away from that because that is my simple 
proposition, and if we do not get the information 
from the railways we will be, as Mr. MacKimmie said, 
with all respect, be just sitting here as innocent 


bystanders. 
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I want to deal now a little bit with some 
of the specific answers that my friend made to my 
motion yesterday, and I want to call attention to some- 
thing he said at page 1282 and it appears somewhat like 
the beautiful words he said about the fine university 
in Edmonton, but I can't see that he would be concerned 
about the fine university in Edmonton, but he spoke 
some words about it, and then on page 1274 -- and 
this is to the same point -- at page 1274 Mr. Sinclair 
said, "Mr. MacKimmie says the entire knowledge is 
with the railways; nonsense, utter nonsense. The entire 
knowledge about < the movements of grain, many things 
about it the railways have to work hard to find out, 
and there are corporations that appear to have tremen- 
dously powerful grain interests in Western Canada." 
My friend wasn't too accurately reported there, but 
the sense is very obvious, he says it is nonsense 
to say the entire knowledge is with the railways. 

As I say, I have departed from the record 
long enough to make the statement that one expert 
came here and went away empty handed, he couldn't 
get it. I say that because I wouldn't want the thought 
left we were just taking the easy way to get this 
information. 

My friend said a lot of particular things, 
but I am concerned with placing my position before 
the Commission on a broad basis. He taunts me by 
saying such pertinent things as do I want this Govern- 
ment of Alberta, the province of Alberta, do I want 


the stop-off privileges to be taken out of the grain 
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structure. Now, of course, perhaps I had better not 
say what I think of that. It wasn't made seriously 
and I shouldn't take it seriously. 

MR. SINCLAIR: Yes. 

MR. FRAWLEY: I can tell my friend that the 
people of Alberta have no thought in the world of 
taking the stop-off privileges from the grain rate 
structure. When we say we would like to have more 
cost analysis on what we call suspect traffic -- suspect 
only in the sense that they are not returning the full 
costs, which my friend Mr. Sinclair wants a modification 
on, and starting by taking a leaf out of his own 
book, to look at some others and see how far these 
are from returning the full increase. There is 
nothing modest about what the C.P. is asking, they 
are asking for 100 per cent increase in the Western 
grain rates for export, and they are basing that on 
the basis that the farmers in Western Canada can well 
afford to pay the full costs of moving the grain to 
export positions and I simply take it on that basis 
and say that there are other aspects which should 
be costed, which should be analyzed to find out where 
all of the drag on the freight rate structure exists. 

My friend says that passenger traffic 
is not a part of grain and that that ends the matter. 
We know that the passenger deficit hasn't been worked 
in as an item of expense in the costing of this 
grain. We have seen the costing data, our people 
in Washington have it now. We simply say that dollars 


are dollars, and what I say is that we got an unexpected 
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bonus from Mr. Gordon last night; Mr. Gordon said, well, 
they are both losses, but one is imposed upon us by 
statute and one imposed by the economic factors of 
life and we see quite a difference. 

MR. SINCLAIR: That is not what he said. 
He said the rates he was talking about in regard to 
these other matters were compensatory. 

THE ACTING CHAIRMAN: That is Mr. Frawley's 
interpretation. 

MR. SINCLAIR: It is in the record. 

MR. FRAWLEY: That is one point. Now, 
what is compensatory? All I am saying is that Mr. 
Gordon says there is something special and different 
about the loss of passengers as against the loss of 
the grain traffic. I would have thought Mr. Gordon, 
knowing about his Scottish background, I would have 
thought it would seem to him that it is a loss in 
dollars on the passenger traffic; the grain traffic 
at the moment hasn't been disturbed as such. It 
is a loss in dollars at the end of the year to these 
railways. Why do they say on one hand leave it, 
leave the distortion there, leave it on the rest of 
the structure, the freight rate structure; that 
is the point. The burden on the grain will be lifted, 
but the burden of the passenger deficits will be 
left. Now, we asked for -- 

MR. MACDOUGALL: I think Mr. Frawley might 
do us the courtesy of reading Mr. Gordon's statement; 
that speaks for itself, without his interpretation, 


if he wishes to make an argument. I think that is 
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what he is talking about, but Mr. Gordon didn't say 
the things Mr. Frawley is saying. 

MR. FRAWLEY: No, Mr. Macdougall I am sure 
you distinguish between the verbatim quotations 
from what he said in the room here personally. I 
don't mind you making that comment, it is pretty ob- 
vious. 

Now, for the branch line deficits. If it 
is dollars lost at the end of the year, then it is a 
loss. If it is dollars lost at the end of the year, 
if branch lines are unprofitable and these branch lines 
must be maintained -- now, the milways are doing a 
pretty good job of trying to get rid of these branch 
lines, and there are certain applications pending and 
probably other applications in the making to discontinue 
these unprofitable branch lines, but as of now and 
as of 1960 and 1961, and probably for many years 
thereafter, branch lines will be a deficit traffic. 

All right, now, let us look at that, let 
us look at that now just in the mass to find out 
where some of these branch lines are. We wouldn't 
want the Commission to go away with the feeling 
that the only unprofitable branch lines are those 
which carry grain in Western Canada. I don't know, 
I just don't know, I simply say let us look at them 
and find out. It is possible there are some in 
Nova Scotia, it is possible there are some in Prince 
Edward Island, perhaps in Ontario and maybe even 
in Quebec. Now, if they are, then let us put them 


out right next to those deficits, the deficits 
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the railways need for everything, not for grain 
alone. 
Now, my friend took exception, as I expected 
he would, to the letter that was written by me to 
him on the 27th of November, and he called attention 
to the fact that some of the traffics, with respect 
to which I requested costing analysis, were hetero- 
geneous rather than homogeneous. Now, that is 
probably so and it certainly ilies in my friends to 
say that if you are asking for a relationship of revenue 
to costs for agreed charges that it is perfectly 
obvious to do a proper job there one would have to 
select agreed charges; you wouldn't arrive anywhere 
in costing analysis unless you selected agreed 
charges and, as a matter of fact, rather than scorn 
the letter, as my friend did, he might have read it 
and realized the purport of the second page in which 
we asked for a traffic pattern and not characteristics 
and that meant with respect to us agreed charges; 
the traffic which is not homogeneous, that we were 
only asking for information which could be analyzed 
in the fashion set out on page 2 of our letter, 
which means that it can only be a homogeneous traffic. 
Now, that is the end of all I have to say 
about that, but rather than reject it and say that 
we will not offer it at all, I say that when the Board 
comes to make its direction that they shouid certainly 
have in mind the fact that the only way in which 


on grain traffic and then find out about what relief 
you can comply with my request would be to cost the 
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traffics which lend themselves to costing, namely, 
the homogeneous items. 

Of course, I say I associate myself with 
what Mr. MacKimmie says, that after listening to my 
friend answer my motion I feel that he has totally mis- 
conceived it. If he had not misconceived it he 
wouldn't have said in his reply, "He knows what remedy 
the law provides." He is dealing with agreed charges, 
and he knows what remedy the law provides. I know 
what remedy the law provides; it provides if anybody 
has any objection to the agreed charge he makes a 
petition to the Governor General in Council, or under 
certain circumstances to the Minister of Transport, 
and then if the Minister of Transport and the Government 
of Canada feels that that agreed charge is not in 
the public interest, then and then only can they 
refer the matter for investigation by the Board of 
Transport Commissioners. Now, that is a free and 
available remedy, and I think it should be put on 
the record that my friend says he knows the remedy 
the law provides. That remedy, incidentally, came 
about because the railways requested it as a 
result of the second Turgeon report. They have now 
got the matter of agreed charges virtually for all 
practical purposes, completely removed from the juris- 
diction of the Board of Transport Commissioners. 

That is the remedy that the law provides, and he 
thinks that is what I mean when I call the attention 
of this Board to the situation on agreed charges. 


It indicates, sir, and I am only stating it for that 
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purpose, it indicates my friend has totally misconceived 
my request for costing information. The only con- 
clusion that I could come to as a result of the position 
which my friend took before the Commission yesterday, 
was that everything else except the grain rates are 
to be left as they are. Now, my friend has said, 
"I didn't say that.” I said that was a most significant 
matter and there may be others, and you may remember, 
Mr. Chairman, that when you asked him yesterday what 
are the others, I saw my friend Mr. Sinclair strike 
an attitude and look out the window and think of 
where these other things are that are wrong with the 
Caradian freight rate structure. That to me 
spoke volumes. My friend Mr. Sinclair, of all the 
people in Canada, is a person who knows more abovt Canadian 
freight rate structure than anyone else, and in that 
I will associate his colleague, Mr. Evans and more 
than any other person he has to look out the window 
to draw inspiration to find out, to think of where 
these other things are in the Canadian freight rate 
structure that might require treatment, and what 
does he come up with of all things, Mr. Chairman, 
what does he come up with? He comes up with the old 
horse, and appeal to the Governor General in 
Council. 

Now, that about states the situation. There 
are only two things wrong with the Canadian freight 
rate structure, and as far as the C.P.R. is concerned -- 
I don't like to say this in the presence of Mr. 


Crump, but Mr. Sinclair is their spokesman and in 
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that regard it would have been very nice to have heard 
from Mr. Crump, and I say that seriously, and I 
probably will. 

MR. SINCLAIR: I consent to that suggestion. 

MR. FRAWLEY: It would be very nice to 
hear from Mr. Crump. 

MR. SINCLAIR: You will. 

MR. FRAWLEY: Now, Mr. Sinclair said there 
are just two things wrong with the Canadian freight rate 
structure. I think that is a powerful condemnation 
of the attitude which these railways take. 

Concerning the situation discussed in the 
exhibit put in that is before the Board in the 7 per 
cent case, and as a result of which I say that if 
my friend doesn't like my saying that, I submit, was 
the reason more than any other reason why this Commissio 
was set up, the Government of Canada said that this 
Commission will go out and find out, if you can, and 
it was a superhuman task that was given to you. I 
will not say superhuman, I hope it is not superhuman, 
but you are to go out and find out and look at all 
the distortions, every single one, ferret them out, 
and I hope you don't have as much trouble trying to 
get the information as we have had to do to ferret 
them out, and then say what relief the C.N. and the 
C.P..should have. 

I say, sir, that my application should be 
granted in toto and without reservation. We must 
have this information or we can't proceed at all to 


make the statements, the helpful statements, which I 
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personally would like to make on behalf of Alberta. 
I can't make them, and I don't want any misunder- 
standing about it, unless I get that information. 

I thank you for having listened to me, and 
I ask that my application be granted without limitations 
anywhere. 

THE ACTING CHAIRMAN: Well, Mr. Frawley, 
the motion will be considered, yours and Mr. MacKimmie's, 
at the earliest possible date, but I can't tell you 
that it will be this afternoon. 

Now, Mr. Sinclair? 

MR. SINCLAIR: Yes, Mr. Chairman; I can call 
the next witness, if you will, or if you want to take 
a five-minute break. 

THE ACTING CHAIRMAN: Perhaps we can have a 


five-minute break and get started then. 


--- Recess. 
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THE ACTING CHAIRMAN: I was sorry to have 
picked you out, Mr. Mauro, but you are associated with 
Mr. Frawley's motion, and if you wish to take part in 
the Reply, we would be glad to hear you. I think we 
will hear Mr. Mauro. Then we may adjourn actually until 
Monday morning when we will start with the next witness. 

MR. COOPER: Mr. Chairman, I have spoken to 
Mr. Sinclair with respect to the matter of adjournment. 
He would like to lead evidence with his next witness 
this afternoon, if there is sufficient time, just to get 
the evidence on the record in chief. 

THE ACTING CHAIRMAN: That is fine. 

MR. SINCLAIR: I am afraid, sir, that there 
are some commitments of some of my witnesses, and I 
would like to try and get them in. 

MR. MAURO: In view of that remark, Mr. Chair- 
man, my comments will be very brief. The points that 
I want to generally cover have been covered in the \ 
usual excellent fashion by.Mr. Frawley. I wanted 
to make the position of the Province of Manitoba 
clear. This idea of ;"Are we suggesting in this 
analysis that passenger deficits, if so ascertained, 
should be placed on grain traffic or any other traffic?" 
-- our categorical answer is no. Do we want those 
deficits or the traffic in relation to stop-off privi- 
leges changed or increased? Our answer is no. 

Do we want any specific rate increase? Our answer in 
general is no. But the reason why we want this 
information is simply to permit us to place before 


this Commission the complete national transportation 
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problem in its proper relief. 

Now, it is my opinion that if we are sugges- 
ting a tap on the federal treasury, there is little 
difference as to why you tap that federal treasury. af 
we ascertain the grain rates are a deficit traffic to 
the extent of $25 million and we find that the passenger 
services are a deficit of $25 million, then I see no 
reasonable argument to say that you should tap the 
federal treasury on subsidy to the grain traffic and 
leave the passenger traffic sancrosanct, being under 
managerial jurisdiction, and I leave that to passenger 
traffic and other aspects. 

As to the question of delay that Mr. Sinclair 
mentioned yesterday, I want to assure the Commission 
that it was never our intention to put forward these 
requests for any delay, and we understand obviously 
this information cannot be forthcoming immediately 
on the part of the railways. All we ask is for some 
assurance that the detail be provided in due course 
so that before the conclusion of the Commission hear- 
ings we will be able to assist in the presentation of 
the whole case. We had thought that a great tea’ of 
this information was, in fact, within the immediate 
knowledge of the railroads. We have found for a 
number of years that questions arose as to whether 
er not the skelp -- and I do this on behalf of my 
learned friend Mr. Frawley -- to Vancouver of 95 
cents was compensatory, that Mr. Sinclair or someone 
would immediately leap to the fence that it was com- 


pensatory. If we are, in fact, to come to the 


¢insie® 9 wts - - 90 
—F 


are 
—_ a 
hareut isiwen eal 


v 


ane | 


THiS Ati on a 


areas 
mia t ved ac 
foe pe ayewed 


; the 
it oro hed Rae 
Tt, 


Liatied 
¥ 2 “—oeuQoiet 


qe se farve yew 


- 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


Mauro 1438 


conclusion that all these individual movements were 
within the knowledge of the railways to be compensatory, 
then they must have detailed information as to what 
these movements cost them. It would be as if a grocer 
said: "I don't know what the eggs cost me, but I make 
money on them." Surely it is within the costing 
mechanism of the C.P.R. who do have the data to show 
what, in fact, are the out-of-pocket and distributor's 
costs. Perhaps the request as it went forward to 
Mr. Sinclair was either in not sufficient detail or 
was too extensive in its demand. That may be, but I 
would then have expected my learned friend to say that 
they could provide information to this extent on these 
particular matters. 

sXe) Pitan: particularly, to speak in reply, 
Mr. Chairman, because I felt there was an atmosphere 
being re-created in this room which reminds one of 
rate cases. I hear the terms "defendant and plaintiff", 
opponent and proponent". It would be our hope that 
there would be no plaintiff, defendant, no proponent or 
opponent. It was our hope that there would be an 
analysis of evidence, and there is no question about 
it that the railways and ourselves may disagree on an 
interpretation of that, but I felt surely we could 
assist each other in the obtaining of that informa- 
tion and the processing of that information. So I 
wish to join my learned friend Mr. Frawley in the 
otion and trust that it will not result in any delay. 
I can assure you it will not result in any delay on 


the part of the Province of Manitoba, and we hope 
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that we can come to a discussion and conclusion on 
the whole problem. 

MR, SINCLAIR: I think, Mr. Chairman, that 
possibly by moving right along here I can put the 
evidence-in-chief of the next witness in by one 
o'clock, 


THE ACTING CHATRMAN: Fine. 
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C, D. EDSFORTH, called 


MR. SINCLAIR: . Mr. Edsforth, Mr. Chairman 
and members of the Commission, is the Vice-President of 
Traffic in the Canadian Pacific Railway. He has 
general supervision over all traffic on the Canadian 
Pacific. He has been with the company some thirty- 
six years, having entered the company's service as a 
elerk in Saint John, New Brunswick, in November, 1923. 
He had various traffic positions after that as he re- 
ceived appointments and promotions, such matters as 
claims clerk, rate clerk, travelling tariff tnspector, 
assistant freight traffic manager, Montreal, in 1930, 
chief clerk, the Division Bureau, 1934, assistant 
to the general freight agent at Toronto, 1941, } 
district freight agent, London, Ontario, 1947, 
assistant general freight agent, Rates Division, at 
Vancouver, B. C., in 1948, assistant general traffic 
manager in Montreal, 1954, general traffic manager, 
1958, and Vice-President of Traffic as and from 
september of this year. 

THE ACTING CHAIRMAN: Mr. Sinclair, those 
of us who know Mr. Edsforth and have known him have 
much pleasure in congratulating him on his promotion 
to Vice-President of Traffic. We feel that the 
promotion is very well merited, because we know him 
as a very competent traffic man in Canada. 

MR. SINCLAIR: I thank you, sir, on his 
behalf, for those very kind words. We in the Law 


Department of Canadian Pacific who have worked with 
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him certainly agree with that wholeheartedly. 

Now, he, of course, is an old friend of 
many of us, as you noted... He attended all the hear- 
ings of the Royal Commission in 1949 and 1950; he has 
been in general revenue cases from 1950 onwards. 

THE ACTING CHAIRMAN: I don't know how often 
I have cross-examined him. | | 

MR. SINCLAIR: And he has been here on some 
specific cases; he was a witness before the Royal 
Commission on the Coastal Trade from 1955 to 1957, 
and he has been before the Interstate Commission om 
a number of occasions. Also, while he was doing 
those other cases, he has taken time to do lectures 
at McGill University in 1952, 1953, 1954 and 1955. 

He has also lectured at St. George Williams College 
on transportation and traffic management in 1955 
through to 1957, and he also delivered papers in con- 
nection with courses at Assumption College in Windsor, 
particularly in relation to agreed charges. 

Now, if I may, Mr. Chairman, I would like 
to file as exhibits, and I will put these seriatin, 
if I may, the three statements that followed the 
precis that Mr. Edsforth is going to speak on. That 
precis was entitled: "Canadian Pacific Railway. 
Memorandum in respect of ‘History of Statutory and 
Related Grain Rates'". Attached to that state- 
ment that has been in the hands of the Commission 
and my friends for some time are three statements, 
the first marked at the bottom "100" which I would 
ask be marked as Exhibit 49. 
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---EXHIBIT NO. 49: Canadian Pacific Railway: 
Comparison of Crow's Nest 
Rates on wheat from repre- 
sentative prairie points to 
Fort William-Port Arthur 
in effect. 

The second is a statement entitled "Com- 
parison of rates on grain and grain products to Fort 
William, Ont., from stations on branch lines with rates 
from equidistant points on the mainline, in effect 
duly 6th,.1922." That is designated Statement 101. 
With your permission, sir, Exhibit No. 50. 

---EXHIBIT NO. 50: Canadian Pacific Railway: 
. Comparison of rates on grain and 
grain products, to Fort Willian, 
Ont., from stations on branch 
_lines with rates from equidistant 
points on the main line, in 
effect July 6, 1922. 

And the third being entitled: "Statement of 
rates on grain to the lakehead at dates shown," being 
designated Statement 102 on the lower right-hand 
corner. With your permission, sir, Exhibit 51. 
~--EXHIBIT NO. 51: Canadian Pacific Railway: 


Statement of rates on grain to 
the lakehead at dates shown. 


DIRECT EXAMINATION BY MR. SINCLAIR: 

Q. Now, Mr. Edsforth, would you please 
state to the Commission concisely the history up to 
the year 1925 of rates applicable to the movement of 
grain and grain products from stations in western 
Canada to the export positions? 

A. Well, I think I have set it out as 


concisely as I can on page 1 to 16 on my memorandum 
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of evidence, and I would like to have it taken into the 
record as my answer. 

MR. SINCLAIR: With your permission, Mr. 
Chairman, the answer to the question put to the witness 
would commence on page 1 of his memorandum with the 
paragraph starting: "In 1897 an agreement was reached... 
and going through to page 16, finishing with the end of 
the third complete paragraph: "Actual mileage is also 
used on traffic moving through Churchill”. 

THE ACTING CHAIRMAN: That is satisfactory. 

MR. SINCLAIR: Q. Now, I think it would be 
of assistance in understanding the Aes of this 
matter, Mr. Edsforth, if you looked at Exhibit No. 49, 
that is the document entitled: "Comparison of Crow's 
Nest Rates on wheat from representative prairie points 
to Fort William-Port Arthur in effect," and then it 
sets out the various dates. 

Taking a representative origin point off 
that statement, would you trace the changes in the 
rates over the years? 

A. Yes, I would be very glad to do that. 
Looking at Exhibit 49, I think if we take Regina, 
which is shown on line 9 of that exhibit, and follow 
the rates shown there, we can perhaps trace the 
history. Now, under the first column » column headed 
(2), showing the rate on July 31st, 1898, this shows 
that the rate from Regina on that date was 23 cents 
per 100 pounds. The significance of that date is 
that it was the day before the first stage of re- 
duction in the Crow's Nest Agreement came into effect. 
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en on the next column, No. 3, the rate on August lst, 
898, is the next date, and it became 214 cents. That 


s the first stage of the 3-cent reduction. 
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ollowing to the next column, column 4, on September lst, 
1899 the rate is shown as 20 cents. That is the second 
Stage of the-3 cent reduction so between July 31, 1898 

d September 1899 the rate from Regina had been reduced 
by 3 cents per hundred pounds. 

The next date shown in column 5 is October 7, 
1903 and the rate shown therein from Regina is 18 cents 
per hundred pounds. That is the reduction made following 
he so-called Manitoba Agreement whereby the Government 
Of Manitoba and the Canadian Northern Railway entered 
into certain agreement a part of which called for re- 
Auction on grain from points in Manitoba to Fort William. 
he Canadian Pacific was not a party to that agreement 
but subsequently through negotiation it did agree to make 
Adjustments although not at the same level as the Manitoba 
greement had called for. Furthermore, while the Manitoba 
greement only covered the rates from Manitoba, in order 
o take care of rate relationships adjustments were also 
made from points west of Manitoba in what are now the 
provinces. of Saskatchewan and Alberta and the rate on 
wheat from Regina under that adjustment became 18 cents 
per one hundred pounds or 2 cents lower than previously. 


The next column, No. 6, on March 15, 1918 shows 


Q. Mr. Edsforth, if I may interrupt you here. 


In that case there was a judgment by Sir Henry Drayton 


hat is reported at 1917, 22 C.R.C. at 49 and at page 68 


Sir Henry Drayton said, and I wish to read these extracts 
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and ask Mr, Edpforth to comment on them: 
"The mere fact that an agreement, in the light 
of changed circumstances, proves improvident 
and provides rates insufficient to enable the 
company's property to be properly kept up and 
to meet the current demands of transportation, 
also involves loss to the shareholders, is not 
an answer to the company's primary obligation 
to properly operate the road, 
"It may well be that an agreement made by the 
directors elected by the shareholders cannot 
be set aside on the application of the share- 
holders themselves; but, on the other hand, 
it is clear that no agreement ought to stand in 
the way of the public as a whole obtaining the 
full benefit of that measure of transportation 
which a properly maintained condition of the 
company's facilities would permit." 

Then later: 
"Tt is also apparent that an agreement which 
reserves an unremunerative rate applicable in 
the one district involves a discrimination as 
against other districts where traffic and opera- 
ting conditions are similar, and directly in- 
fringes on the provisions of the Act requiring 
uniformity in rates." 

Now, Mr. Edsforth, for the benefit of the Commission, 

would you give them your comments as a traffic man on 

that quotation from the judgment of 1917 having to do 

with the agreement known as the Manitoba Agreement and 
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its effect on rates? 

A. Well, the reasoning of Sir Henry Drayton 
that it is prejudicial to the public when rates are 
unreasonably low and when rates are not changed to meet 
increased costs applies fully to the present situation 
which exists under the fixed statutory level on grain 
and grain products moving to export positions in Western 
Canada. 

Q. Now, would you go back to Exhibit? 49 and 
continue with your discussion of that point? You took 
Regina as to the changes down through the years. 

A. Yes. The next change is shown in column 7 
taking place on August 12, 1918 when the rate from Regina 
was increased to 24 cents per hundred pounds. That was 
the increase made in the so-called 25% case of 1918. 
That increase followed the McAdoo award in the United 
States and in making the adjustment in the grain rates 
the rates were increased by the same amount per hundred 
pounds as rates from points of equal distance in the 
United States -- in north-western United States. 

THE ACTING CHAIRMAN: Well, there had obviously 
been some move under the War Measures Act? 

MR. SINCLAIR: Yes. 

A. This was done under an Order in Council. 

@. That was the rate in 1918? 

As Yes, 1918. 

Q. Would you then go on to the next step 
shown in column 8? 

A. It shows that the rate from Regina on 


September 13, 1920 was 323 cents. That increase arose 
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through the sa-called 40% case whereby the rates in 
Eastern Canada were increased 40% and the rates in 
Western Canada 35%. 

Q. Just one moment, Mr. Edsforth. In 1920 
when the rate from Regina was 324 cents per hundred 
pounds will you please tell the Commission what was the 
percentage increase on the rate from Regina at this time 
over the rate of 1899 when the Crow's Nest Agreement 
was operating? 

A. Yes. That increase was 623% higher than the 
rates of 1899 from Regina. 

Q. In 1920? 

A. Yes. 

Q. Would you go back to the exhibit again? 

A. The next change takes place on January lst, 
1921 under column 9 when the rate from Regina was re- 
duced to 31 cents. That was also part of the 40% case. 
This 40% increase in the East was only made until the 
end of 1920 and thereafter it became 35%. In the West 
where the 35% increase had been granted in September of 
1920 it was changed on the lst of January, 1921 to 30%. 
Then, in the next column, No. 10, on December lst, 1921 
the rate was further reduced, that is it went down to 
29 cents per hundred pounds. That was a reduction of 
approximately 10%. That is to say, the rates in Western 
Canada became 20% higher than the rate prior to September 
13, 1920 and in Eastern Canada 25% higher. Those adjust- 
ments, of course, were applied to all the freight rates, 
not just grain. 

@. Do you know, Mr. Edsforth, how those re- 


ductions arose? 
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A. Yes, that reduction followed from a case 
entered into by the Board on its own motion following 


a reduction on railway costs. 


Q. Would you go on, please? 

A. The next change is shown in column 11 under 
date of July 6, 1922 when the rate from Regina was re- 
duced back to 20 cents per hundred pounds. That was at 
the time when the temporary suspension of the Crow's 
Nest Agreement expired and the Crow's Nest level of 
rates was restored so that the rate of July 6, 1922 
became the eer as it was on September Ist, 1899. 

Q. And the last column? 

A. The last column, No. 12, are the present 
rates and it shows that the rate from Regina is still 
20. cents per hundred pounds, the same as it was on 
July 6, 1922 and on September lst, 1899. 

Q. What is the difference between the rate of 
1920 and the present rate on grain? 

A. 124 cents per hundred pounds, that is from 
323 cents on a reduction down to 20 cents. 

Q@. The present rate from Regina is 124 cents 


per hundred pounds lower than they were in 1920? 


A. Exactly. 

Q. Now, why is the rate of 20 cents the same as 
it was in 1899? 

A. Well, because of an amendment in the Railway 
Act in 1925 whereby the level of rates on grain and flour 
to export positions in Western Canada was fixed by the 
statute. 


Q. Now, in the last paragraph on page 16 of you 
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precis, would you please turn to that? 
A. Yes, perhaps I might read that. 
COMMISSIONER MANN: May I ask Mr. Edsforth one 
question on Exhibit 49? | 
MR. SINCLAIR: By all means. 
THE ACTING CHAIRMAN: There may be an error. 


COMMISSIONER MANN: Yes, but we do not know. 
The rates in column 4 are identical with those in 
column 12 with the exception of the rates marked with an 
asterisk which became effective on September 12, 1927. 
The only other departure from equality is the rates from 
Edmonton in the last line which was 30 in 1899 and 26 
which is not marked with an asterisk. There is probably 
an easy explanation? 

THE WITNESS: Yes, that followed from a Board's 
judgment, I think it was in the 10% reduction case and if 
I might refer to it I will give you --- before I get the 
judgment, at that time the rate from Edmonton as pres- 
cribed by the Board would be no lower than the rate from 
Calgary. 

THE ACTING CHAIRMAN: That is the old Calgary- 
Edmonton fight. Mr. Frawley knows all about that. 

MR. FRAWLEY: There have been some changes made. 

Q. May we proceed and as soon as the so-called 
helpers find it we will put it on the record. Now, Mr. 
Edsforth, will you please refer to the bottom of page 16 
of your precis to give your answer? My question, just to 
bring it back was what caused the rates today to be at th 
level they were in 1899 at Regina? 
| A. Well, that was following from the 1925 amend 
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ment to the Railway Act by which a fixed level of rates 
on grain and flour was prescribed, that level being the 


same as contained in the ‘so-called Crow's Nest Agreement 


of 1897. 

The 1925 amendment to the Railway Act which 

was fully implemented by 1927, superseded the rate 

provisions of the Crow's Nest Agreement and substituted 

a fixed statutory basis for grain rates moving to all 

export positions in Western Canada. This statutory 

basis fixed the rate level for grain shipments 

(a) from all points on all lines of railway 
in Western Canada to the Lakehead 
(Railway Act, See. 328(6); 

(ov) from Western Canadian shipping points to 
Pacific Coast ports on export movements 
of grain ( Railway Act, Sec. 328(7) and 
Board of Transport Commissioners Order 448) ; 

(c) from shipping points in Western Canada on 
Canadian National Railways to Churchill, 
Manitoba (Railway Act, Sec.328(7); 

(ad) on the same mile for mile basis for shipping 
points on branch lines as exists for ship- 
ping points on the main line on traffic 
moving both to the Lakehead and to Pacific 
Coast ports for export (Railway Act, Sec. 
328(7) and Board of Transport Commissioner 


Order 448). 
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Q. Mr. Edsforth, in what way did the 
statutory prescriptionof rates under the Railway Act 
differ from the rates provided for under the Crow's 
Nest Pass agreement? 

A. Well, the préscription of statutory 
rates went far beyond the provision of the Crow's Nest 
agreement with respect to the rates on grain and flour. 
It imposed that level of rates not only on shipments 
moving from points on the Canadian Pacific which were 
in existence at the time that the agreement was made, 
but also to all stations on all lines of railway 
then in existence or which might be subsequently 
added. The effect of the wider application of the 
fixed level of rates by the statute can best be ap- 
preciated by the fact that in 1897 when the Crow's 
Nest agreement was made Canadian Pacific operated 
3,949 miles of railway and published rates on grain 
and grain products from 289 stations on its lines 
west of Fort William. Today Canadian Pacific op- 
erates 11,209 miles of railway in Western Canada and 
publishes rates on grain and grain products from 
1,313 stations to the lakehead. In addition, at the 
time of the agreement there were no rates on grain and 
grain products published by any other railway to the 
lakehead. 

Q. By the way, do you know percentagewise 
what that increase would be? Have you ever thought 
of working that out? 

ie No, sir, but roughly the mileage 


|seems to be about 300 per cent. 
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Q. And the stations? 

A. 500 per cent, I would think looking at 
it rather quickly. 

Q. Now, you were talking about the increase 
in the mileage from 1899 to the present, and also in 
respect of this number of stations? 

A. Yes. | 

Q. You were dealing with other matters. 
Would you go on, please? 

A. Yes, that was the extension of it so far 
as Canadian Pacific were concerned. But, in addition, 
at the time of the agreement there were no rates on 
grain and grain products published by any other rail- 
way to the lakehead. Today there are rates published 
from 1,332 stations on the Canadian National Raiiways, 
and 128 stations on the Northern Alberta Railways. 
Another indication of how it has expanded is that the 
grain crop in Western Canada in 1897 was 32 million 
bushels; in 1958 it was 829 million bushels. 

Q. That is the crop grown and not the crop 
shipped? 

A. No, that was not the crop shipped. 

That was the crop grown. 

Q. Those were some of the effects that 
flowed from the changes. Were there any others? 

‘a Well, yes, there were others because 
under the statutory prescription it made it necessary 
for the Board of Transport Commissioners to extend 
the same level of rates to the movement of grain 


and flour moving to Pacific coast ports for export. 
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Q. Is there anything else you wish to draw 
to the attention of the Commission? 

A. Yes, in addition to that, because of 
the amendment to the statute, the Board of Railway 
Commissioners found it necessary to reduce the rates 
from branch line points to the same level mile for 
mile as the rates from the main line points. Now, at 
the time that the Crow's Nest agreement was made, and 
subsequently thereto, rates were published from branch 
line stations in many instances on a somewhat higher 
level than for equal distances on the main line. 

Q. Is that pointed out in these exhibits 
which have been filed? 

A. Yes, Exhibit 50 is an illustration of 
comparative rates from branch line stations and from 
main line stations on July 6th, 1922, which was the 
date on which the Crow's Nest rates were restored. 

I would not think it would be necessary to take up 
the Commission's time by going over all the examples, 
but I might pick out one. There is a station 
called Lanigan in line number 35 of Exhibit No. 50 

in which it will be observed that the rate from 
Lanigan to Fort William was 23 cents per 100 punds 
for a distance of 824 miles, Lanigan being a station 
on a branch line. Now, for a station of equal 
distance on the main line there is a place called 
Boharm, a distance of 826 miles. The rate was 21 
cents per 100 pounds. So, the rate from Lanigan, 
a branch line station, was two cents higher than 


the rate from a main line station for an equal 


otal woah | 


«fi of 
= OF PLD 
wie soe on 
Pentel ateo. 
ne : a i 
| 2s 
(ea Daty 


aio BOL tm 7" 


4 
~~ "7 z 
ow. Tek ™ a 


al a 
agii “ ished ote 
oe - aT) <8 


ie ks ve - 


a 
1) ee yer 
e¢ » 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO Edsforth 3 dir : 1455 


distance. 

Q. So that pursuant to the Crow's Nest 
agreement reductions an equidistant branch line point 
would be paying 2 cents per 100 pounds more than a 
main line point? 

A. That is right. 

Q. And what happened after the statute came 
along -- that is, in 1925? 

A. In 1925 there was an amendment to the 
statute, and the Board's hearing in the general freight 
rate investigation, which caused the Board to issue its 
general order No. 448 in 1927 directing the railways 
to reduce the rates on grain and flour from branch 
line stations to the same level, mile for mile, as 
the stations on the main line. 

Q. Yes, and can you see that from Exhibit 
SL? Can you take an example? 

A. Yes, from Exhibit No. 51 I can take the 
first station on that exhibit, namely, Weyburn, Sask- 
atchewan. It will be observed that on July 31, 

1898, the day before the first part of the Crow's 
Nest reduction became effective, the rate from 
Weyburn was 23 cents per 100 pounds. Weyburn was 
a branch line station. On September 1, 1899 that 
rate was reduced to 20 cents under the Crow's Nest 
agreement, but the present rate from Weyburn is 

19 cents per 100 pounds, and it has been at that 
level ever since September 1, 1927, I think the date 
was. 


Q. There are other example on Exhibit 51 
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of where the rates are lower under the statute than they 
were -- that is, the statutory prescription of 1925 -- 
than they were under the Crow's Nest legislation? 

MR. FRAWLEY: The Alberta rates are paper 
rates, are they not? 

MR. SINCLAIR: Well, the same situation, in 
answer to my friend, can be worked out if he would like 
us to do so, somewhat differently on westbound traffic. 

MR. FRAWLEY: Yes. I wondered why you 
used those Alberta rates because grain does not go -- 

MR. SINCLAIR: We just kept the thing flowing 
because the dividing point is somewhere around Swift 
Current. 

THE ACTING CHAIRMAN: The freight-shed? 

THE WITNESS: Yes, they work out in the 
other direction as well to the Pacific coast. 

MR. SINCLAIR: Q. There would be no 
difference in the evidence you have given if you had 
taken an example eastbound, instead of an example 
westbound? 

A. No, in principle I do not think so. 

The rates themselves might have been slightly different. 

Q. Yes. Now, Mr. Edsforth, has the 
difference in respect of the rates under the Crow's 
Nest agreement and under the statutory prescription 
been commented on by any authoritative source? 

A. Yes, it was commented on by the Turgeon 
Royal Commission on Transportation in its report 
issued in 1951. 

THE ACTING CHAIRMAN: I do not know, Mr. 
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Sinclair, that this is the way to get this in. I do 
not know whether there is any objection. He can nae 
the report, I suppose. 

MR. SINCLAIR: Yes. Speaking for myself, 

I thought that what he was going to do was to paraphrase 
it and tell you where the full quotation is. I did 

not know that he was actually going to read an extract, 
but if he wishes to and nobody has any objection, 

then he may. I would have thought that his precis 

on page 17 would have served sufficiently. 

THE WITNESS: I have no particular preference. 
I am quite willing to paraphrase it. 

MR. SINCLAIR: Q. In your evidence it is 
paraphrased. I think that is what the Chairman is 
saying, that it is more proper for a witness to do 
it in that way. 

A. Well, the Turgeon Royal Commission in 
commenting on this stated that by the 1925 amendment 
to the Railway Act Parliament put an end to the Crow's 
Nest agreement as such, and instead prescribed a 
statutory stabilization of certain freight rates 
binding on all railways. 

MR. SINCLAIR: For the information of the 
Commission, the full quotation may be found at page 
245 of the Commission's report. 

THE ACTING CHAIRMAN: I think, Mr. Sinclair, 
for the record, it should be said that the amendment 
of 1925 followed the decision of the Supreme Court 
interpreting the Crow's Nest legislation -- 

MR. SINCLAIR: Yes. 
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THE ACTING CHAIRMAN: --- and fixing points to 
which it would be applicable in the West, and correcting 


a more or less chaotic situation. 

MR. SINCLAIR: Yes. The Supreme Court, as 
more or less stated in the answer of Mr. Edsforth 
to the general question, showed that it would be 
applicable -- the Court held it would be applicable 
only to the shipping points on the line of Canadian 
Pacific at 1897, and you will recall the eideute of 
the witness that there were, I think it was, some 289 
shipping points which would be handling grain under 
that agreement as against the some thousands that 
handle it at the statutory level. I think there are 
some 1,300 on the Canadian Pacific, and some 1, 300 
on the C.N.R. 

THE WITNESS: That is right. 

MR. SINCLAIR: Q. So instead of 289 
stations there are some 1,326? 

A. Yes. 

Q. Now, Mr. Edsforth, as we know, and as 
in the case of the First World War, World War II came 
along and increased the operating costs of the railways 
which was caused by higher prices for materials and 
very much higher wages, and that led to the necessity 
for higher freight rates. Now, what have you got 

to say as to that? 
| A. That is true. Following World War II 
increasing costs of materials and higher wage rates 
led to the necessity for higher freight rates, and 


as a result following applications by the railways 
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the Board of Transport Commissioners authorized several 
general freight rate increases commencing on April 

8, 1948, when a 21 per cent increase was authorized. 
Following that on June 16, 1950 there was an increase 
of 20 per cent. Now, there were some interim in- 
creases before the 20 per cent increase became fully 
effective. On February 4, 1952 there was a further 
increase of 17 per cent, again with interim increases 
intervening. On January 1, 1953 there was an increase 
of 9 per cent; on March 16, 1953 an increase of 7 

per cent; on January lst, 1957 an increase of ll per 
cent; and on December 1, 1958 an increase of 17 per 


cent. 
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And that is the cumulative total? 


The cumulative total on these increases 


is 157 per cent. 


Then, Mr. Edsforth, is this your evidence, 


then, that there was a parallel following World War I 
and World War II, in that there were general increases 


in freight rates arising out of the increased labour 


costs and material costs? 


A. 
Q. 


A. 
Q. 
A. 
War I, which 


When general 


That is right. 


Now, was there any distinction between 


what occurred in regard to this application of the in- 


creased costs following World War I and World War II? 


Yes indeed, there was a marked distinction 
What was that? 
Well, in the increases following World 

I deseribed by going through Exhibit 49, 


the general freight rate increases authorized by the 
Board were applied to grain and grain products in 
Western Canada. In other words, the grain rates 

were increased along with all the other rates to meet 
changed conditions and increased cost of transportation. 
In other words, grain rates in Western Canada during 
this period therefore were bearing a share of in- 
creased transportation costs along with other 

traffic. During World War II and until 1947, 


freight rates were frozen under wartime price control. 


increases in freight rates were author- 


ized in 1948 and in the subsequent years to meet 
increased costs no increase was allowed on rates 


on grain and grain products moving to export positions 
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in Western Canada. Therefore, the substantially 
altered conditions and increased costs of transpor- 
tation arising during and following World War II have 
in no part been carried by the Western Canadian 
export grain traffic with a result that the railways 
and shippers of other commodities have been left to 
carry these additional costs. 

Q. Now, Mr. Chairman and members of the 
Commission, in paragraphs 21 through 350 of the joint 
submission of the railways, which have been filed and 
marked as Exhibit 45, reference is made to and extracts 
quoted from a number of judgments of the Board, con- 
ciliation board reports and findings of Royal 
Commissions. Now, the first reference will be 
found in paragraph 21 of the joint submission of the 
railways and it is at page 250 of the report of the 
1951, or the Turgeon Royal Commission on Transportation. 
Now, what is your comment on that, Mr. Edsforth, 
please? 

A. Well, in the 1951 Royal Commission 
on Transportation, Canadian Pacific asked that Royal 
Commission to recommend that the fixed statutory 
rates on grain and grain products be abolished and 
those rates placed under the jurisdiction of the 
Board of Transport Commissioners, the same as all 
other rates. The problem of having a large segment 
of traffic exempted from assuming a share of in- 
creased costs of transportation was apparent to 
Canadian Pacific, as well as the fact that it would 


grow more serious. The Royal Commission did not 


al inca 


til ‘ Paid 
/9on O12 epiaetmen 


ANGUS, STONEHOUSE & CO, LTD. Edsforth, dir. 1462 


TORONTO, ONTARIO 


agree to the proposal of Canadian Pacific but instead, 
found that it was necessary that the rates be kept 
under the control of Parliament. They said that the 
time had not arrived for an upward revision of these 
rates, although the time might arrive when that would 
become advisable. 

With your permission, Mr. Chairman, that 
position of the railway in 1951 should be placed in 
contrast with the position taken by the railways today, 
in which the rates to the farmers would remain under 
the control of Parliament, and that the difference 
between that and just a reasonable level of rate for 
moving traffic in question, would become the obligation 
of the people of Canada on a whole to the Western 
grain economy. 

Q. Now, the second reference which is 
in paragraph 22, Mr. Chairman and members of the 
Commission, is from the so-called Rate Base -- Rate 
of Return Case, which is reported in 70 C.R.T.C. 

The extract is from page 265 of that judgment and it 
was decided in 1954. What the railways have brought 
to the attention of the Board were the difficulties 
of financing their operations and the need fora 
fair return on the net capital invested, and the 
Board refused to accept a rate base and a rate of 
return thereon as the only test of a just and reason- 
able permissive level of net rail earnings. What 

is your comment on the extract quoted at page 22 

of the joint submission of the railways, Mr. 


Edsforth, please? 
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MR. FRAWLEY: I think I will register a 
general objection. I don't think the witness should 
be commenting upon the judgment of the Board of Transport 
Commissioners or the Supreme Court of Canada, or any 
other Court or even the conciliation committees and 
arbitration boards; they speak for themselves, and I 
have heard my friend Mr. Sinclair many times in this 
room say that the judgment of the courts speak for 
themselves. 

| MR. SINCLAIR: That is right, and this 
witness which I have, Mr. Chairman, speaks concerning 
that, and it is not that he is comment ing on that in 
the sense except by putting them (oartapoe titan 
with other facts, and if I used the word "comments" 
wrongly, I withdraw it. I am asking the witness -- 
I think it is of some assistance to the Commission 
to know what this experienced traffic officer from 
the traffic standpoint thinks of this in relation 
to the situation as it may exist. 

THE ACTING CHAIRMAN: Well, there could be 
some objection, but go on, Mr. Sinclair. 

MR. SINCLAIR: Q. Please, Mr. Edsforth? 

A. Well, the Board in commenting on the 
evidence submitted by the railways concerning the 
return earned by certain United States railraods, 
pointed out a major difference between the situation 
existing in the United States and that existing in 
Canada. This major difference was the fact that 
in the United States, the railways earned their 


return from all segments of traffic, while in Canada, 


$0227 "Yo bise 


fall, ante tad eae 


. sev loam 


folie ame 
Pd bes oe, j 


= a 
soxe ¢atea oct 


aedta.dtiw 


x2 Hoek 
to Saw oti a 
ckreyo sisniamions 
ee ooltestie ed¢ of 


*» 


IVA SNF 


fiea% A. 


{+e 


WS Kode hwdas- socreb 


—— 


rane 1d beaise. sah 
in rion &: ts vacate 


setet2 Seclw aff cl. 
teu Jeni eff -eor eayvrre’ ih. iota aleiee 
ie ’ 7 
hd Dechae eveniies ony aes 


- 


iP ge 
\ ghatite o2v12+2 te storemt 


ANGUS, STONEHOUSE & CO, LTD. Edsforth, dir. 1464 


TORONTO, ONTARIO 


rates on grain and grain products moving to export 
positions in Western Canada were at a fixed level and 
could not be changed. Therefore, the railways were 
forced to look to only a part of their freight traffic 
to carry the full amount of increased costs and the 
possibility of increased net earnings. At that time 
in 1954, the Board indicated concern as to the rail- 
way's ability to increase rates on certain segments 

of traffic without losing some of this traffic. At 
that time, the traffic officers of the railways were 
of the opinion that the rates could be increased with- 
out seriously affecting the volume of traffic. 

Q. Notwithstanding, I take it, Mr. Edsforth, 
that it is your evidence that none of it was being 
applied to this large movement of Western grain? 

A fhat is right. 

Q. Why? 

A. Because of the statutory provisions. 

Q. Now, later, Mr. Chairman and members 
of the Commission, in that year, 1954, the railways 
were involved in a serious dispute with their non- 
operating employees and a strike was avoided only 
by the agreement of the railways and the unions to 
the appointment of an arbitrator to settle the 
dispute. Now, reference is made to that in para- 
graph 24 of the joint submission, and I would ask 
Mr. Edsforth to deal with the railways' position 
there and comment as a traffic man in regard to the 
situation arising therefrom. 


MR. FRAWLEY: I would like to make the 
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same specific objection to the proposal now to incor- 
porate into the record some comments from Chief 
Justice Sloan, when he was acting not as Chief Justice 
Sloan but in some other capacity in connection with 
certain labour proceedings in 1954, and my objection 
is that whatever Mr. Justice Sloan said at that time 
was said in a proceeding. which was entirely ex parte 
as far as the people of Canada were concerned, and 

as far as the people of Alberta and Western Canada 

are concerned -- 

THE ACTING CHAIRMAN: I think, Mr. Sinclair -- 

MR. SINCLAIR: It is already filed. 

THE ACTING CHAIRMAN: It is filed, and you 
might ask Mr. Edsforth if, as a traffic man, he has 
any comment to make on that statement. 

MR. SINCLAIR: That is exactly what 
as am doing, sir; I am not asking him to read it, and 
I do wish to put on the record that I had the honour 
of appearing for C.P. and C.N. in the proceedings 
in 1954 before Chief Justice Sloan, and they were 
difficult proceedings, and I must say that I saw 
no representative of the province of Alberta or 
any other Western province standing side by side with 
the railways in presenting any position before that 
Labour Board. 

MR. FRAWLEY: Well, Mr. Sinclair, see 
if I did right on that; I was representing the people 
in Alberta and I doubt if I would have been allowed 
in. 


MR. SINCLAIR: Try it. 
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MR, FRAWLEY: I had too much respect for 
the proceedings you were in at that time to barge 
in. 

MR. SINCLAIR: Try it. 

MR. SINCLAIR: Q. Mr. Edsforth, will you 
please let me have the comment, please? 

A. Well, in appearing before the conciliation 
or this arbitration board, the railways pointed out to 
the arbitrator their financial problems, their diffi- 
culties, and stressed their lack of ability to pay 
increased wages and to assume increased labour costs. 
However, the arbitrator did award the employees 
improvement in their fringe benefits and in doing 
so, however, they recognized the difficult financial 
position of the railways and the restricting affect 
of the fixed statutory rates on grain. The Chief 
Justice also expressed that he was of the opinion 
that where’ the application of the. fixed statutory 
grain rates results in a loss of rail revenues, 
this should be the responsibility of the national 
treasury. 

Q. And as a traffic man, with some 30- 
odd year's experience, what is your attitude towards 
that? 

MR. FRAWLEY: Oh no! 

THE ACTING CHAIRMAN: He used the term, Mr. 
Sinclair, non-competitive as well as non-statutory, 
didn't he? Non-competitive rates as well as non- 
statutory? 

MR. SINCLAIR: You are reading? 
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THE ACTING CHAIRMAN: At page 23. 
MR. SINCLAIR: It is 24, sir. 
THE ACTING CHAIRMAN: I am sorry, yes. I 


was looking at number 3. 

MR. SINCLAIR: It is paragraph 24, where he 
dealt with the effect of the grain rates. 

Now, my question to the witness was as to 
what was said, and it was pointed out that Chief Justice 
Sloan expressed the opinion that where the application 
of the fixed statutory grain rates results in a loss 
of rail revenues, this should be the responsibility 
of the national treasury, and my question to the 
witness, for the assistance of the Commission, as 
an experienced traffic man in the existing situation, 
is what would he say to that. 

AY Under existing conditions I would agree 
with that. 

Q. Now, Mr. Edsforth, the next major issue 
between the railways and their employees was the 
subject of an extended hearing before the Taylor 
Conciliation Board, and this report was issued in 
1956, and that is referred to at paragraph 25 of 
the joint submission of the railways. Will you 
please give the Commission your comment on that 


proceeding? 
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A. Well, again, during these proceedings 
considerable evidence was introduced by the railways 
as to their disabilities in meeting existing costs of 
transportation and of the difficulties that would be 
encountered in attempting to meet increased costs, 
and the railways drew the attention of the Conciliation 
Board to the results of the fixed statutory rates on 
grain and grain products as well as the increase that 
the railways were finding from competition, par- 
ticularly from motor carriers, and the inability of 
the railways to spread increased costs over all freight 
traffic because of the statutory grain rates. 

MR. SINCLAIR: Up’ to and in addition to 
the extract quoted from paragraph 25, I would like to 
quote the following from the Taylor Board where 
reference is made to the matter referred to by Mr. 
Edsforth in the finding of that Board: 

"Whatever remedy the Government and the 
Parliament of Canada may consider appropriate 
and whether or not they consider any remedy 
necessary, the fact remains that the railways 
are, by statute, required to carry grain at 
an economic rate which causes them losses of 
many millions of dollars each year." 

And further: ; 

"Tt may safely be assumed that in the 
opinion of the Government and of Parliament, 
that this has been considered for the welfare 
of Ganada's export industry and, therefore, 


for the welfare of the Canadian economy as a 


ty aleth iat che 9 
ie" 
Tee nyanitz itd, 


; ry z : sl vy ’ 
ws a Les waiue Ld ) hi 


So i\ 
>». a8, ayeni los eit 
a 
efufond of? 
mh. 


drattas eae} 


. eT LtaG |. « 


‘e+? GET 


ANGUS, STONEHOUSE & CO, LTD. Edsforth, dir 1469 
TORONTO, ONTARIO (Sine lair) 


whole." 
Q. Now, Mr. Edsforth, what is your comment 


as a traffic man in regard to the extracts from that --- 

MR. FRAWLEY: Of course, it is hard to follow 
one witness, and now we have to follow two witnesses, and 
Mr. Sinclair stops in part of Mr. Edsforth's statement. 
It is confusing. 

MR. SINCLAIR: It may be confusing, but I 
intend to do it. 

Q. Go ahead. 

A. Well, to me that statement that you have 
just read appears to place the whole question of the 
statutory grain rates in western Canada in its proper 
perspective, that is, that the level of the rates paid 
by the grain growers in western Canada is felt by 
Parliament to be for the welfare of the Canadian 
economy as a whole. Unfortunately, for the rail- 
ways, the result of this policy, while apparently 
being considered for the welfare of the whole Canadian 
economy, is not being shared in that manner but is in 
practice being borne in large measure by the Canadian 
railways. Therefore, while one segment of the 
economy is protected, the rail transportation portion 
of the economy is not, and this situation must eventu- 
ally be reflected in the ability of the railways to 
provide Canada with an efficient rail transportation 
system. 

Q. Now, the Taylor Conciliation Board, 
on notwithstanding the submission of the rail- 


ways that wage increases should not be recommended, 
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did recommend substantial increases in wages to the 
non-operating employees? 

A. That is true. 

Q. Collective agreements to carry out the 
report of the conciliation board were entered into by th 
railways and an application to increase freight rates to 
offset such increased costs was launched, and that appli 
cation was dated May 15th, 1956, and, as the Board's 
Judgment will show, was not finally disposed of until 
1957. Now, in the interim period, to which counsel, 

I think, for Manitoba referred yesterday, the Gordon 
Commission was studying Canada's economic prospects, 
Mr. Edsforth? 

A. That is right. 

MR. SINCLAIR: Reference, Mr. Chairman, is 
made to that in paragraph 26 of the joint submission 
of the railways. 

Q. What are your comments concerning --- 

THE CHAIRMAN: I think, Mr. Sinclair, that 
in all these we could Getty well have you file the 
joint submission, and I think we can conclude by 
this time that he thinks there is an inequity and 
it is iniquitous. You might at the same time 
have it adopted en bloc. 

‘MR. SINCLAIR: I would like to get his 
comments on them one by one. I think they have, 
down through the years,shown a certain pattern, and 
we have here the Vice-President of Traffic of Canadian 
Pacific, and in this section of the brief he is the 


only witness on pehalf. of the railways. 
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THE ACTING CHAIRMAN: You are leading your 
case, and you are entitled to, Mr. Sinclair. 


MR. SINCLAIR: I am sorry to delay you ona 
Saturday morning, but I do feel --- 
MR. FRAWLEY: Well, I hope you don't delay us 
much longer. 
MR. SINCLAIR: Well, if Mr. Frawley wishes 
to leave, he may leave and we won't feel insulted. 
THE ACTING CHAIRMAN: Go ahead, Mr.Sinclair. 
MR. SINCLAIR: Q. Would you please, Mr. 
Edsforth, give the Commission your comments concerning 
the inquiry by the Gordon Commission and its situation 
in regard to transportation and its findings thereto? 
A. Yes. The Gordon Commission in that 
pant of its report dealing with transportation recog- 
nized the essential role of transportation in any 
progress..which the Canadian economy was to have, and 
they stated their findings in the matter of rates on 
grain and grain products moving into export posi- 
tions in western Canada. The Gordon Commission 
stated that the railways should be allowed to earn 
a reasonable rate of return where the services were 
economically justified, that the public should pay 
directly for the public interest, and that the bur- 
den imposed on the railways by the statutory rates 
an grain and grain products could be lifted with the 
least distortion in the short ™ran by a new charge on 
the public treasury. 


Q. As a traffic man what is your position 


on that? 
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A Under present conditions,I would agree 
with that. 

Q. Now, in the final Judgment of the Board 
of Transport Commissioners given in December, 1957, 
arising out of the application made in May, 1956, the 
railways were authorized to make a general increase of 
15 per cent in freight rates in lieu of the two interim 
increases which had been made previously authorized 
under the application. 

You were a witness at that proceeding, Mr. 
Edsforth, and would you tell the Commission what you 
have to say on that and with relation to the extracts 
in that Judgment as set out in the joint submission 
of the railways, paragraph 29? 

eS Well, the railways, in presenting their 
application for the freight rate increases, explained 
to the Board their difficulties with meeting growing 
competition from trucks, and the railways acknowledged 
that there would be some erosion of the traffic and 
of the increase because of that competition. The 
Board, in their judgment, came 6S the conclusion 
that the difficulty of the railways was intensified 
by the fact that the grain traffic in western 
Canada was carried at statutory rates which could 
not be increased and which yielded revenue of only 
one-half cent per ton-mile compared with a general 
average far in excess of that figure. ? 

Q. Has the situation improved since that 
time or not? 


A. No, it has not improved. 
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Q. Again, in 1957, the railways were in- 
volved in proceedings arising from demands from Labour 
in which they were besos increased labour charges, 
and there were long hearings and that culminated in the 
appointment of a Board headed up by a distinguished 
jurist of Regina, Saskatchewan, and after extensive 
hearings it issued its report, and that is referred 
to in paragraph 28. 

What is your comment on that, Mr. Edsforth? 

A. Well, as in the case of the previous 
conciliation board proceedings, the railways explained 
their situation with respect to revenues, and they took 
the position that they were unable to meet the demands 
of their employees because of their restricted earnings. 

Q. Yes? 

‘AS The Board, however, did recommend 
substantial increases in wages and came to the con- 
clusion that the railways' financial difficulties were 
due to stiff competition and the fact that they were 
forced by public policy to haul enormous tonnages 
of freight at rates which they termed "whally in- 
adequate". 

THE ACTING CHAIRMAN: He added by public 
policy or conditions over which they have no control. 
He doesn't specify statutory rates. 

THE WITNESS: No. 

MR. SINCLAIR: No, but he does point out 
the statutory rates very graphically. 

Q. What is your comment on that, Mr. 


Edsforth? 
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Ax Well, once more, an independent 
tribunal had recognized the railways! disability 
arising from the low, unremunerative rates on western 
grain traffic, but they said that the Sigapiiiee of the 
railways in this regard was a matter of public policy, 
one which could not be used to deny the claims of 
their employees. 

Q. Arising out of the finding of the 
conciliation board and the increases flowing therefrom, 
certain action was taken by the railways in regard to 
freight rates? 

A. Yes, that is right. The railways 
accepted the recommendations of the conciliation board 
subject to an authorization of a general increase in 
freight rates to meet the increased costs. 

Q. Yes, and that is referred to in the 
extract which I particularly wish to draw to the 
attention of the Commission at this time, paragraph 29, 
and it is the Judgment of the Board of Transport 
Commissioners. 7 

What is your comment on that, Mr. Edsforth? 

A. Well, once more the Board of Transport 
Commissioners recognized the difficult financial situa- 
tion of the railways and also their need for increased 
revenues to meet increased costs. They recognized, 
however, the disability of meeting increased costs 
from only a segment of traffic because of the exemp- 
tion which the railways and the Board were forced to 
give to grain traffic where the rate level was fixed 


by statute. In that Judgment, I think it was 
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Commissioner Chase wrote at some length on the pro- 
plem faced by the Board in fixing just and reasonable 
rates when the grain traffic could not bear any of the 
increase. 

Q. And that is set out in full, his comments, 
Appendix F to the joint submission, the full comments 
of Commissioner Chase. 

| Yes, Mr. Edsforth, is there anything else- 
you wish to add to that? 

A. Only that the railways did acknowledge 
their difficulties arising from domner deter which was 
increasing and that their ability to secure revenues 
from general increases was becoming more difficult 
with each successive freight rate application. 

Q. Do you wish to point that up in any 
way? 

A. Yes. The situation.is readiye: . 
pointed up by a comparison of statistics derjyed 
from the Board's Waybill Studies of intra-Canadian 
traffic. In the year 1951 grain and grain pro- 
ducts moving in western Canada at statutory and 


related rates required a total of 27.1 per cent of 


the total ton-miles of freight service, and contri- 


butéd 11.1 per cent of the total rate revenues. 
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In 1958 the same traffic required 32.7 
per cent of the total freight ton miles but contri- 
buted only 10.5 per cent of the total revenue. 

Q. In 1954? 

Bs Well, in 1954 this traffic required 30.1 
per cent of the ton miles of freight service and contri- 
buted 10.4 per cent of the freight revenue. 

Q. That is about the same as in 1958, 10.4 - 
10.5% 

A. That is close to the same percentage 
proportion. 

Q. Is there anything significant about that? 

A. Only this, that the proportion of ton 
miles had increased by about 2-1/2 percentage points 
in 1958 while the revenue proportion did not change 
Significantly. 

THE ACTING CHAIRMAN: How much further would 
you like to go, Mir. Sinelair? 

HMR. SINCLAIR: I think I ean finish by 1 o'clo 

THE ACTING CHAIRMAN: Very well, finish it 
up. 

MR. SINCLAIR::..Q....Very well, Mr. Edsforth. 

Aa Now, I also look at the traffic moving 
at non-competitive and non-statutory rates, that is 
traffic moving at the normal commodity rates and I 
find in the year 1951, again using the figures derived 
from the board waybill study this required 62.7 per 
cent of the freight while contributing 75.6 per 
cent or over chide “qaeetere of the total freight 


revenue. In 1958, however, this traffic required 
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44 per cent of the total ton miles of freight service 
and contributed 52.6 per cent or just a little 


more than half of the freight revenue. 


Q. Yes? 


A. This shows the imbalance brought about 
by the exemption of this traffic from assuming any 
share of the increased cost of transportation. 

Q. Yes? 

A. On the other hand, it shows that the 
traffic moving at non-competitive and non-statutory 
rates, that is the normal rates which have been in- 
creased by all of the general freight rate increases 
authorized by the. Board has shown a marked decline in 
terms of ton miles of revenue service performed, 
while the revenue contribution has Yee a comparable 
decline. 

Q. What has happened about the assuming 
any share of the increased cost of transportation? 

A. Well, it has made it necessary that 
the costs not assumed by the statutory rated traffic 
had, in part, to be assumed by the railways them- 
selves, while attempting to obtain the remainder from 
all other traffic. This in turn has made this other 
traffic increasingly susceptible to competition from 
other means of transportation and more particularly 
from motor trucks. With each succeeding freight 
rate increase a greater proportion of the railway's 
traffic becomes more vulnerable to this type of 
competition. It would not be right to say that the 


railways would not have faced this competition in 
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any event, the fact remains that if the statutory grain 
had assumed its share of the freight rate increases 
since 1948 the area of competition would have been 
much smaller than it has in fact become. 

Q. What about 1959? 

A. Well, our experience thus far in 1959 
has fully supported their position before the Board 
that, notwithstanding the authorization of the Board 
to increase freight rates, it has been found necessary 
to reduce the level of rates on a substantial volume 
of traffic, below the increased level authorized, in 
order to prevent loss of that traffic to competing media 
of transportation. Further than that, the railways 
have had to allow some traffic to be lost to other 
forms of transportation. 

Q. In taking that action would not the 
railways be suffering a loss like they are with respect 
to grain rates? 

AS Oh no, you would not be reducing the 
rates below the proper cost of handling, that is for 
sure. The only thing is you do lose part of the 
increase that you had counted on and perhaps a little 
more of it. 

Q. Would you go on as to how you see 1959? 

A. Well, even with the freight rate 
increases that have been in effect since the beginning 
of 1959, Canadian Pacific does not expect to go any- 
where near reaching the permissive level of net 
rail earnings authorized by the Board of Transport 


Commissioners. I think I have a question to be 
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answered for Mr. Commissioner Mann. With reference 
to your question, it is found in Order in Council P.C.. 
1863 of the 27th of July, 1918. That was the 25 per 
cent case. 

COMMISSIONER MANN: Thank: you very much. 

THE ACTING CHAIRMAN: I think that now other 
counsel might arrange their order of cross-examination 
after Mr. Cooper. Mr. Cooper will start on Monday 
morning, and when he is finished then the rest of you 
will go on in order. We will adjourn now until 
10.00 o'clock Monday morning. 


--- Whereupon the hearing adjourned at 1 o'clock 
to resume at 10.00 a.m. Monday, December 7, 1959. 


ES = 


ayy i ie 


_ 
Can 
C2 Dh ae TERE ae 
' < Ue 
vigttetan Aged sant sot eaLemtga Ja ; 
; aiveG et frac asst yA ‘ 7 “ 
Dans rial  <iule te eed 
ee 
" “VT Wer : AAR PHMOBERIMACD | 
dod? 1 “Olas verge ne 
7 i ‘tert ert Ty to 
teen 
; ind) a ~~ th 7Cot , ons a 
a> sont -@2- et wee! = Ke 
of mvethe LLM e  atalbee at a4 3 
aniwiesm yabstot ole t oS 
ig tevttsu be Bel@aend ane r 
. vost 16h .@.8 GOL se 


RANE Ae feT NS Caf 


ENA: 


TREE Do Ais 6 


RESO SERe 
| Pe LEY Shee 


CR AWA. 


VOLUME No: sae Obs. 


12 WET 1958 


hE PRGA URS PSR 
INS USES TON CHIGL EET Woah ree 


SPAY EST 28 Ee 
TORN OY 
He ctataes AY os 


sa 


(nn 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


INDEX TO EVIDENCE 
AND EXHIBITS 


EDSFORTH, C.D. 
DIRECT EXAMINATION (RESUMED) 
BYE, pImelal? oeseaes eas 
CROSS-EXAMINATION 
By Br. COODEr 2 actcscne ses 
By Mr. Doherty .sacessness 
By Mr. Mauro ...c.ee +4 Men 


By Mr. Frawley .....-ces- 


NO EXHIBITS IN 
THIS VOLUME 


Page No. 
1481 - 1507 
1508 - 1545 
1548 - 1614 
1615. - 1687 
1687 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


In the absence of The Honourable Mr. 
C. P. McTague, @.C., Mr. M. A. 
MacPherson, Q.C., presided. 
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Ottawa, Ontario, 
Monday, 
December 7, 1959 


---On resuming at 10.00 a.m. 


THE ACTING CHAIRMAN: This morning, we had 
proposed .to.have a couple of rulings ready in respect 
of certain matters which have come up but unfortunately 
this is Monday morning which follows a Sunday and things 
have not been delivered to us by our secretaries so this 
will have to wait until tomorrow morning. 
I think Mr. Wood wishes to put something on 
the record. 
MR. WOOD: Mr. Chairman, I am appearing while 
Mr. MacKimmie is absent. 
THE ACTING CHAIRMAN: Are there any other 
appearances? Yes, Mr. Sinclair? | 
MR. SINCLAIR: Mr. Chairman and members of 
the Commission, on Saturday when Mr. Edsforth was 
giving his evidence in chief at page 1442 of Volume 
1 I asked him this question: 
"Now, Mr. Edsforth, would you please 
state to the Commission concisely the history 
up to the year 1925 of rates applicable to the 
movement of grain and grain products from 
stations in western Canada to the export , 
positions?" 
Mr. Edsforth's answer is: 
"Well, I think I have set it out as con- 
cisely as I can on page 1 to 16 of my memoran- 


dum of evidence, and I would like to have it 
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taken into the record as my answer." 

I then, Mr. Chairman, asked your permission to tender 
it in that way and you said: "That is satisfactory." 
Unfortunately, the reporter then did not follow through 
and copy in that answer, so with your permission at the 
commencement of today's transcript I wonder if that 
question on page 1442 and Mr. Edsforth's answer and 
the first sixteen pages as I have stated them on page 
1443 -- that is, commencing with the paragraph on 
page 1 starting: "In 1897 an agreement was reached..." 
down to "Actual mileage is also used on traffic moving 
through Churchill." which is on page 16 of Mr.Edsforth's 
precis -- be taken into the record and taken to be the 
question put to Mr. Edsforth and his answer to that 
question. 

THE ACTING CHAIRMAN: Yes, Mr. Sinclair, 
and then it would mean that without question all that 
subject matter would be subject to cross-examination 
by counsel? 

MR. SINCLAIR: Yes, as of right now. 
It is unfortunate that there was a misunderstanding, 
apparently, between myself and the reporters. 

THE ACTING CHAIRMAN: Yes. Mr. Doherty? 

MR. DOHERTY: Would it be in order for 
me at this stage to mention a mistake in the record? 

THE ACTING CHAIRMAN: Surely. 

MR. DOHERTY: On page 1244 of Volume No. 
10, which is dated December 4, 1959 -- this is at the 
stage where I was presenting a statement on behalf 


of the Province of Saskatchewan -- a confusion 
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unfortunately arose. Mr. Dickson is reported as 
having said: 

"Mr. Chairman and Commissioners, I appear 

| for the Province of Saskatchewan." 
And that of course was myself who was speaking. I 
suggest that where Mr. Dicksog's name appears on pages 
1244, 1246 and 1247 up to the statement just prior to 
where Mr McKichan's name is shown -- in each of those 
cases I would ask that the substitution of my name be 
made for the name of Mr. Dickson. 

THE ACTING CHAIRMAN: Yes Mr. Doherty. 

MR. DOHERTY : I believe the following state- 
ment attributed to Mr. McKichan should be attributed to 
Mr. Dickson. 

MR. DICKSON: Yes, I have discussed this 
with Mr. Doherty, and that is correct. The statements 
which are attributed to me on pages 1244 to 1247 
should be attributed to Mr. Doherty, and those attri- 
buted to Mr. McKichan on pages 1247 to 1249 should 
be attributed to me. ‘I might mention that a couple 
of names should be spelled correctly. Mr. McKichan's 
name is spelled M-c-K-i-c-h-a-n, and my name is 
spelled D-i-c-k-s-o-n. 

THE ACTING CHAIRMAN: I think it will take 
some little time for the reporters to familiarize 
themselves with counsel. The mistake is quite under- 
standable because we are fortunate in having a great 
array of eminent counsel here. 


MR. DICKSON: Yes, Mr. Chairman. 
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DIRECT EXAMINATION BY MR. SINCLAIR (Cont'd): 

BS Now, Mr. Edsforth, would you please 
state to the Commission concisely the history up to 
the year 1925 of rates applicable to the movement of 
grain and grain products from stations in western 
Canada to the export positions? 

ie In 1897 an agreement was reached between 
the Canadian Pacific and the Dominion Government 
whereby the Government would grant a subsidy toward 
the gonsteue tion by Canadian Pacific of a line of 
railway westward from Lethbridge through the Crow's 
Nest Pass to Nelson. This agreement was made pur- 
suant to a statute enacted by the Dominion Government 
in June, 1897. It provided for certain aid to 
the Company, on the one hand, but also imposed cer- 
tain obligations on the Company, which are dealt with 
in "Memorandum Regarding ‘Grants and Obligations 
with Respect to Construction of Crow's Nest Line'", 
The present memorandum is restricted to the traffic 
aspects of the Agreement. 

From the traffic aspect, the importance of 
the Agreement relates to certain rate reductions, 
which were as follows: 

ig A reduction in the present rates and tolls 
on grain and flour from all points on the 

Canadian Pacific main line, branches or 

connections west of Fort William to Fort 

William-Port Arthur and all points east, 

of 3¢ per 100 lbs. to take effect in the 


following manner: 
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(a) A reduction of 14¢ per 100 lbs. on 

or before September 1, 1898. 

(b) An additional reduction of 14¢ per 

100 lbs. September 1, 1899. 

(c) That no higher rates than such re- 
duced rates should be charged after the 
dates mentioned from the points afore- 

said. 

A reduction in rates on certain classes of 
merchandise from Fort William and all points 
east on Canadian Pacific to all points west 
of Fort William on the Canadian Pacific 
main line or on any line of railway through- 
out Canada owned or leased by Canadian 
Pacific as follows: 

Upon all green and fresh fruits, 33 1/3; 


Coal oil, 20%; 


‘Cordage and binder twine, 10%; 


Agricultural implements of all kinds, 
set up or in parts, 10%; 

Iron, including pas band, Canada plates, 
galvanized, sheet, pipe, pipe-fittings, 
nails, spikes and horse shoes, 10%; 

All kinds of wire, 10%; 

Window glass, 10%; 

Paper for building and roofing purposes, 
10% ; 

Roofing felt, box and packing, 10%; 

Paints of all kinds and oils, 10%; 


Livestock, 10%; 
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Wooden ware, 10%; 
Household furniture, 10%; 
These rates to take effect by January 1, 1898 
and no higher rates to be thereafter charged 
by Canadian Pacific. 

The Crow's Nest line was built, and the re- 
duced rates became fully effective on September 1,1899. 

Statement 100 shows from representative 
shipping points in western Canada rates on wheat to the 
Lakehead from July 31, 1898 to date. A comparison 
of the first and last columns shows a reduction of 3¢ 
per 100 lbs. or more. 

The level of rates that became effective 
on September 1, 1899 remained in effect until 1903, at 
which time, because of an agreement made in 1901 be- 
tween the Canadian Northern Railway and the Government 
of Manitoba, commonly known as the "Manitoba Agreement", 
certain reductions were made in the rates on grain and 
grain products by the Canadian Northern from points 
in Manitoba to the Lakehead. This Agreement was 
not binding on CanadianPacific. However, as a re- 
sult of negotiations between the Government of 
Manitoba, Canadian Pacific and Canadian Northern, 
Canadian Pacific agreed to a reduction in rates be- 
low the Grewes Nest level on the understanding that 
the full reduction under the Manitoba Agreement, 
which was then in effect on the Canadian Northern, 
would not be operative. 


The Manitoba Agreement only covered rates 


from Manitoba shipping points to the Lakehead. 
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However, to maintain relationships from grain shipping 
points further west, relative but somewhat smaller 
reductions were made from stations in Saskatchewan and 
Alberta. 

From 1903 until March 15, 1918, the general 
level of grain rates to the Lakehead as covered by the 
Crow's Nest Agreement, with the modifications following 
“from the Manitoba Agreement, remained in effect, with 
related rates being established from new stations as 
branch lines were constructed and new terriroty opened 
up. 

In 1917, due to increased operating expenses, 
particularly cost of materials, fvel and wages, the rail- 
ways filed an application with the Board of Railway 
Commissioners for a general increase in freight rates. 
The Board granted an increase of 15% but in doing so 
took the position that it could not authorize any 
increase in the rates on grain and grain products 
from points in western Canada to the Lakehead which 
would result in these rates becoming higher than the 
level provided for in the Crow's Nest Agreement. The 
Board took the same position with respect to the 
westbound commodity rates also covered by the Agree- 
ment. The Board noted, however, that both the east- 
bound grain rates and the westbound commodity rates 
were at that time lower than the level covered by 
the Crow's Nest Agreement, such lower level being 
attributed to the so-called Manitoba Agreement. Tne 
Board did not consider that it was prevented by the 


Manitoba Agreement from authorizing a general increase 
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in freight rates and therefore allowed an increase of 
15% on both the eastbound rates on grain and grain 
products to the Lakehead and on the westbound com- 
modity rates from Easterm to Western Canada. The 
increase authorized was subject to a maximum of 2¢ 
per 100 lbs. on grain and grain products and subject 
to the level fixed by the Crow's Nest Agreement on 
westbound commodities as a maximum. (15% Case 
(1917) 22 €2R.¢.. 49). 

Sir Henry Drayton, Chief Commissioner, at 
p. 68, dealing with the effect of the Manitoba Agree- 
ment, said: , 

"Te mere fact that an agreement, in the 
light of changed circumstances, proves impro- 
vident and provides rates insufficient to 
enable the company's property to be properly 
kept up and to meet the current demands of 
transportation, also involves.loss to the 
shareholders, is net an answer to the com- 
pany's primary obligation to properly operate 
the road. 

"It may well be that an agreement made 
by the directors elected by the shareholders 
cannot be set aside on the application of the 
shareholders themselves; but, on the other 
hand, it is clear that no‘agreement ought to 
stand in the way of the public as a whole obtain- 
ing the full benefit. of that measure of trans- 
portation which a properly maintained condition 


of the company's facilities would permit. 
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"It is also apparent that an agreement which 

reserves an unremunerative rate applicable in the 
one district, involves a discrimination as 
against other districts where traffic and opera- 
ting conditions are similar, and directly in- 
fringes on the provisions of the Act requiring 
uniformity in rates." 

The reasoning of Sir Henry Drayton that 
it is prejudicial to the public when rates are un- 
reasonably low and when rates are not changed to 
meet increased costs applies fully. to the present 
situation which exists under the fixed statutory level 
on grain and grain products moving to export posi- 
tions in Western Canada. 

On July 16, 1918, by Order in Council 
P.C.1768, the Governor in Council expressed the 
opinion: 

"That in view of the increased cost 

of living the wages in Canadian territory 
should be increased as increased in Ameri- 
can territory by the award commonly known 
as the 'McAdoo' Award as the same may be 
from time to time amended or extended, in 
so far as the Government Railways Systems 
are concerned, and that it is advisable in 
the public interest that companies private- 
ly owned, should make similar increases 

to their employees." 


The Order in Council provided further: 
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"That on the acceptance by the Canadian 
Pacific, Grand Trunk, Canadian Northern and 
other railway companies of the said 'McAdoo! 
schedule, the Board of Railway Commissioners 
be required to forthwith prepare a schedule 
of rates which will grant similar increases 
in railway freight rates in Canada to. the 
increases already granted in American terri- 
tory, effective as of August lst, 1918." 

The railway companies agreed to make. the in- 
creases in wages to their employees under the terms of 
sue "McAdoo" Award and the Board of Railway Commissioners 
was then directed to work out a schedule of increased 
rates in Canada comparable with the 25% increase 
authorized in the United States. 

The Board of Railway Commissioners submitted 
its report to the Governor in Council who, by P.C. 1863, 
dated July 27, 1918, under the authority of the War 
Measures Act, directed a general increase in freight 
rates in Canada of 25%, with some exceptions. In 
Eastern Canada, this 25% increase was applied on top 
of the previously authorized increase of 15% but in 
Western Canada, the 25% was in lieu of the 15% in- 
crease. 

Under P.C. 1863, the rates on grain 
and grain products from points in Western Canada to 
the’ Lakehead, instead of being increased 25% were 
Metcaiasa by the same amounts as authorized for 
pila: mileages in adjacent American territory; such 
increases to be applied in lieu of increases pre- 


viously authorized in the 15% case. Therefore, 
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the rates on grain and grain products from Prairie 
points to the Lakehead were increased to the same 
extent as the rates for equal distance from Great 
Northern Railway stations in North Dakota and 
Montana to Duluth. 

The increase in rates authorized by P.C.1863 
became effective August 12, 1918 and thus for the 
first time since September 1, 1899 most of the rates 
on grain and grain products and the rates on the 
westbound commodities became higher than the level of 
rates fixed by the Crow's Nest Agreement of 1897. The 
effect of the increase from representative shipping 
points in Western Canada to the Lakehead is shown in 
the following table: 


Percentage of In- 
erease in rates on 


Aug.12,1918,over 
; | sept.1 Aug.12, rates in effect 
From 1899 1918 Sept. 1, 1899 
Winnipeg 14¢ 14¢ -- 
Regina 20 24 20% 
Swift Current 22 26 18.2 
Medicine Hat 24 28 16.7 
Calgary 26 30 15.4 


A revision of the Railway Act came into 
effect on July 7, 1919. One of the amendments in 
the new Act was the addition to Section 325 of a new 
subsection (5) as follows: 
"Notwithstanding the provisions of section 
three the powers given to the Board under this 
Act to fix, determine and enforce just and 


reasonable rates, and to change and alter rates 
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as changing conditions or cost of transportation 
may from time to time require, shall not be 
limited or in any manner affected by the pro- 
visions of any Act of the Parliament of Canada, 
whether general in application or special and 
relating only to any specific railway or railways, 
and the Board shall not excuse any charge of 
unjust discrimination, whether practised against 
shippers, consignees, or localities, or of 

undue or unreasonable preference, on the ground 
that such discrimination or preference is 
justified or required by any agreement made or 
entered into by the company: Provided that this 
subsection shall remain in conde only during 

the period of. three years from and after the 
date of the passing of thisAct." 

It will be noted that the effect of this 
amendment was to set aside the Crow's Nest Agreement, 
so far as it related to the level of rates, for a 
period of three years or until July 6, 1922. 

In 1920 the railways applied to the Board for 
a further increase of 40% in freight rates, The 
Riridcation was based on the need statue railways for 
additional revenues consequent upon a decline in their 
net earnings caused by an increase in operating costs 
and increase in labour costs arising from the appli- 
cation of what Wee. wate as the "Chicago Wage Award" to 
Canadian railway employees. 

The Board py its Judgment (40% Case (1920) 


6 C.R.C. 130) authorized the following increases in 
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freight rates effective September 13, 1920. In 
Eastern Canada 40% until December 31, 1920, thereafter 
35%. In Western Canada 35% until December 31, 1920, 
thereafter 30%. Trans-Continental commodity rates 
33 1/3%.. Between Eastern and Western Canada the 
rates to be increased in accordance with the inovenaee 
authorized on the Eastern and Westernfactors, that is, 
the factor East of Port Arthur to be increased 40% 
and west of Port Arthur 35% subject to adjustment to 
35% and 30% respectively on December 31, 1920. 

The increases so authorized were applied to 
the rates on grain and grain products from eatatE in 
Western Canada to the Lakehead as well as on the 
westbound commodities covered by the Crow's Nest 
Agreement. 

The effect of the increase from represen- 
tative shipping pothusein Western Canada to the Lake- 
head is shown in the following table: 

Percentage of in- 
crease in Rates on 


Rate in Effect Sept.13,1920 over 
Sept.1 Sept.13 rates in effect : 


From _1899__ 1920 Sept.1,1899 
Winnipeg 14¢ 19¢ | BSi 7% 
Regina 20 323 62.5 
Swift Current 22 485 59.1 
Medicine Hat a4 38 58.3 
Calgary 26 Os 55.8 


It will be noted that the grain rate to 
the Lakehead from Regina, which was by this time the 
centre of the grain growing area, was 62.5% over the 


Crow's Nest level of rates. 
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The Board ordered a general reduction in 
freight rates of approximately 10% effective on 
December 1, 1921, which was applied to the rates on 
grain and grain products and to the westbound commo- 
dities covered by the Agreement (10% Reduction Case, 
oT Gohec. 131), 

Under the amendment to the Railway Act 
which came into effect on July 7, 1919, the rate 
Previeions Gr ue Crow's Nest Agreement were suspended 
for three years. The three years expired on July 6, 
1922. Prior to that time, in May 1922, a Special 
Committee of the House was appointed to inquire into 

| the question of transportation costs with particular 
regard to the effect of rates established by the 
Crow's Nest Agreement on Canadian National and other 
railways and upon agricultural development and 
Canadian industries generally. : 

In reporting its findings to the House, 
the Special Committee stated that: Because of many 
unknown factors which entered into a consideration 
of this matter, such as the precise general effect 
of rate reductions upon railway traffic and its 
influence in stimulating business and producing 
railway revenues: The probable future wage reduc- 
tions in connection with railways and when they would 
become effective: The probable degree of deflation 
in the costs of materials used by the railways: And 
the action to be taken by the Board of Railway Com- 
missioners or the Government on certain Provincial 


applications then before them, it was difficult for 
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the Committee to approximate the effect of the Crow's 
Nest Agreement if put into operation, or its effect 

on the future action of the Board of Railway Commis- 
Sioners with respect to other commodities. The Com- 
mittee stated futher that conditions relative to a 
consideration of this question were changing, or were 
likely to change, so rapidly that conclusions then made 
would soon be found unreliable. 

The hampering effect of fixed statutory rates 
on rate making generally was recognized by the Com- 
mittee in that part of its report as follows: 

"Fixing rates by legislation is no doubt 
generally a bad principle, because it hampers 
the free action of the Board of Railway Com- 
missioners and may create a discrimination in 
favour of the commodities covered by statutory 
anaes The Crow's Nest Pass agreement was 
enacted before the institution of the Board. 
This board, created in 1903, have been charged 
by the Parliament of Canada with the duty of 
regulating railway rates and of establishing 
just and reasonable railway rates. It is the 
only body in Canada equipped for the determina- 
tion of the intricate matters relative to 
railway rate making. The matter of the 
Crow's Nest Agreement becoming effective or 
being ee is related to other concrete 
railway rate issues either pending or imminent. 
The one reacts upon the other, and both upon 


the whole freight rate structure which must, 
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within a short period of time, undergo many 
substantial changes. The question would seem 
to be largely one that can best be treated by 
one body, the Board of Railway Commissioners." 
While recognizing that all matters relating 
to rates could best be treated by the Board of Railway 
Commissioners, the Committee nevertheless recommended 
the suspension of the Crow's Nest Agreement, except 
in respect to grain and flour, for one year, from July 
6, 1922, with power to the Governor in Council to 
suspend for a further period of one year. 
Mr. A. W. Currie, in the second edition 
of "Economics of Canadian Transportation", reviews 
the Committee's findings and at page 78 concludes: 
"In any case, the problem was decided 
from the standpoint of politics rather than 
economics". 
Following thesreport ‘of. the Special Committee Chapter 41, 
tatutes of.Canadaj1922,was enacted reading as follows: 
le Subsection five of section three hundred 
and twenty-five of the Railway Act, 1919, 
shall, notwithstanding the proviso thereof, 
remain in effect until the sixth day of July, 
1923, and may be continued in force for a 


further period of one year by order of the 


Governor in Council published in the Canada 
Gazette; Provided that, notwithstanding 
anything herein or in said subsection five 
contained, rates on grain and flour shall, 


on and from the sixth day of July, 1922, 
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be governed by the provisions of the agreement 

made pursuant to chapter five of the statutes 

of Canada, 1897". 

The effect of this legislation was to con- 

tinue for one year définitely until July 6, 1923, 
and for a further period of one year if so ordered 
by the Governor in Council the suspension of the rates 
fixed under the Crow's Nest Agreement on westbound 
commodities. The rates on grain and flour on and 
from July 6, 1922, were restored to the level set out 
in the Crow's Nest Agreement. That is the grain 
rates were reduced from representative shipping points 


as follows: 


Percentage 
Rate in Effect Reduction 
From July 5,1922 July 6,1922 in Rate 
Winnipeg 17¢ 14¢ 17.6% 
Regina 29 20 31.0 
Swift. Current os 22 29.0 
Medicine Hat 337°" a4 28.4 
Calgary 36 26 27.8 


Under this legislation, the Crow's Nest 
Agreement basis of rates on grain and grain products 
ae re-established on July 6, 1922 from shipping 
points which were stations on the Canadian Pacific 
at the time of the signing of the Agreement. From 
stations not on Canadian Pacific at the time of the 
signing of the Agreement, the railways re-established 
rates which were effective prior to March 15, 1918. 
In general, the rates from main line stations not 


on Canadian Pacific at the time of the Signing of the 
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Agreement were the same as the Crow's Nest rates from 
stations on the main line, but from branch lines were 
on a higher basis varying from 1¢ to 3¢ per 100 lbs. 
as shown on Statement No. 101. The level of rates 
shown in Column 3 remained in effect from these branch 
line points until September 12, 1927. 

The suspension of the Crow's Nest rates on 
westbound commodities was continued by the Government 
to July 6, 1924. No further extension was granted 
and therefore on July 7, 1924, the westbound commo- 
dities were restored to the level set out in’ the Crow's 
Nest Agreement. 

In filing the tariffs, the railways restric- 
ted the reduced rates to movements from and to 
stations which were on the Canadian Pacific in 1897. 
The result of the strict application of the rate pro- 
visions of the Crow's Nest Agreement was that origin 
and destination stations on Canadian Pacific which 
were in existence in 1897 received lower rates than 
were applied on the movement of the same commodities 
from and to all other stations. This led to many 
complaints to the Board of Railway Commissioners 
alleging unjust discrimiation and the Board dis- 
allowed the tariffs which restored the Crow's 
Nest rates on the westbound commodities. (Re 
Crow's Nest Pass Rates (1924) 29 C.R.C. 238). 

In giving their judgment the Board ex- 
pressed the opinion, with Commissioners McLean and 
Oliver dissenting, that the powers granted to the 


Board under the Railway Act of 1903 were not. 
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ffected by the Crow's Nest Agreement, and that as the 
ates published in conformity withthis Agreement result- 
d in discrimination, they should be disallowed. Acting 
on this Order, the railways cancelled the Crow's Nest 
Rates on the westbound commodities. However, the 
Board's Order cancelling the rates was stayed by 
Order in Council P.C.2220 on December 25, 1924. There- 
fore, the Crow's Nest basis of rates was restored 
effective January 9, 1925, but limited as to appli- 
cation in accordance with the tariffs filed by the 
railways on July 7, 1924. The Prairie Provinces then 
appealed to the Supreme Court of Canada. 
Governments of Alberta, Saskatchewan and 
Manitoba v C.P.R. (1925) S.C.R. 155. 
Questions submitted and answers thereto 
are found at pp. 161 and 173 respectively: 
Question 1: Whether, as a matter of law, the Board 
is empowered, ey the. jurisdiction con- 
ferred upon it by the Railway Act, or 
otherwise, to authorize railway rates 
upon the railway of the Canadian Pacific 
Railway Company in excess of the maxi- 
mum rates referred to in the Crow's Nest 
Pass Act, being chapter 5, 60-61 Victoria, 
Statutes of Canada and in the agreement 
therein referred to, upon the commodities 
therein mentioned. 
Answer: No. 
Question 2: If the court shall be of opinion that 


the Crow's Nest Pass Act or agreement is 
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binding upon the Board of Railway Com- 
missioners for Canada, then, according 
to the construction of the Crow's Nest 
Pass Act, section 1, Clause (d), and 
the agreement made thereunder. 

(a) Are the rates therein provided applicable 
to traffic westbound from Fort William 
and from all points sxee of Fort William 
now on the Canadian Pacific Railway 
Company's railway; or, are such rates 
confined to westbound traffic origina- 
ting at Fort William and at such points 
east of Fort William as were, at the 
date of the passing of the Act and (or) 
the making of the agreement, on the com- 
ee line of railway? i 

Answer: Part. lis No. 
Answer: Part 2. Yess 

(ob) Are such rates applicable to traffic 
originating at points east of Fort William 
which were, at the date of the passing of 
the Act and (or) of the making of the 
agreement, on any line of the railway 
owned:or’leased or operated on account 
of the Canadian Pacific Railway Company? 

Answer: In order that the traffic provided for 
by clause (d) should fall under that 
clause it must originate at Fort William 
or some point east thereof which at the 


date of the agreement was "on the company's 
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railway". 

Are the rates therein provided applicable 
to traffic destined to points: west of Fort 
William which are now on the Canadian 
Pacific Company's railway, or on any line 
of railway owned or leased or operated 

on account of the caundtas Pacific Railway 
Company? 

In order that the rates prescribed in 
Clause (d) should apply the destination 

of traffic otherwise within that clause 
must be a point which was, at the date of 
the agreement, "on the company's main line 
or on (some) line of railway throughout 
Canada owned or leased by or operated on 
account of the company". 

Are such rates confined to traffic destined 
to points west of Fort William which were, 
at the date of the passing of the Act or 
the making of the agreement, on the 
Canadian Pacific Railway Company's railway, 
or on any line of railway owned or leased 
by or operated on account of the Canadian 
Pacific Railway Company? 


Yes. 


Question 3: Whether, as a matter of law, the Board 


is empowered, under the jurisdiction con- 
ferred upon it by the Railway Act, or 
otherwise, to authorize rates upon the 


Canadian Pacific Railway on_grain and 
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fliour from all points on the main line, 

brancheés,'.om connections of the company 

west of Fort William, to Fort William 

and Port Arthur, and all points east, beyond 

the maximum rates specified in the Crow's 

Nest Pass Act and Agreement, and referred 

to in Chapter 41, Statutes of Canada (1922). 
Answer: No. 

The Supreme Court clearly pointed out that the 
rates provided by the 1897 Agreement operated prejudi- 
cially to the public interest and resulted in unjust 
discrimination. Anglin C.J.€. at p. 171 stated: 

"On the contrary Parliament, which was 

in wality one of the contracting parties 
stipulating the terms on which it would grant 
the subsidy, may tomorrow reconsider and re- 
adjust those terms and relieve the other con- 
tracting party from the obligations it in- 
curred; and it is not to be supposed that 
Parttament would hesitate to exercise its 
powers for the correction or amendment of 
legislation mien ts found to operate pre- 
judicially to the public interest." 

And further at p. 174: 

"Tf, under the existing law, unreasonable 
rates must be imposed or unfair distrimination 
sanctioned, with the resulting chaos and 
other ill effects so graphically portrayed 
in the opinion of Mr. Commissioner Boyce, 


the remedy lies with the High Court of 
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Parliament. By amending the existing law 

it may either itself do, or may empower and 
require its delegate, the Board, to do as full 
and complete justice as circumstances admit." 

As Parliamentwas in session at the time it 
promptly took action which in its view would correct 
the situation at that time and enacted what are now 
subsections (6) and (7) of Section 328 of the Railway 
Act. | 

The change in the statute made the level of 
the rates as set eae in the Crow's Nest Agreement 
applicable to the movement of grain and flour moving 
eastbound from all points on all railways in Western 
Canada but regulation of the rates on the westbound 
commodities, which were no longer to be governed by 
the provisions of the Crow's Nest Agreement, was left 
to the Board of Railway Commissioners. 

Parliament, by means of the 1925 amendment 
to the Railway Act, went far beyond the provisions of 
the Crow's Nest Agreement with respect to the rates 
on grain and flour. It imposed that level of rates 
not only on shipments moving from points on the 
Canadian Pacific which were in existence at the time 
the Agreement was made but also to all stations on 
all lines of railway then in existence or which might 
be subsequently added. The effect of the wider 
application of the fixed level of rates by the 
Statute can best be appreciated by the fact that in 
1897 Canadian Pacific operated 3,949 miles of rail- 


way and published rates on grain and grain products 
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from 289 stations on its lines west of Fort William. 
Today, Canadian Pacific openates 11,209 miles of 
railway in Western Canada and publishes rates on 
grain and grain products from 1,313 stations to the 
Lakehead. In addition, at the time of the Agreement, 
there were no rates on grain and grain products pub- 
lished by any other railway to the Lakehead. Today 
there are rates published from 1,332 stations on the 
Canadian National Railways and 128 stations on the 
Northern Alberta Railways. The grain crop in Western 
Canada in 1897 was 32 million bushels. In 1958, it 
was 829 million bushels. 

By Order in Copneil P.C. 886 of June 5, 
1925, the Board of Railway Commissioners was directed 
to make a full and complete investigation into the 
rate structure of railways. Among the matters con- 
sidered by the Board in making this investigation was 
the question of rates on grain and grain products 
from branch line points as compared with rates from 
main line points in Western Canada to the Lakehead. 
At the time of the Crow's Nest Agreement, and in the 
period subsequent thereto, rates were established 
from stations on the branch lines which were on a 
higher level than rates from main line points. 

The Board ruled that rates on grain to the 
Lakehead both from branch line stations which were 
in existence at the time of the Crow's Nest Agreement 
and stations added after that time were to be on the 
same mile for mile basis as the rates from stations 


in existence on the main line of the Canadian Pacific 
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at the time of the Agreement. The result was to reduce 
the rates from branch line stations added after the 
Agreement to the main line basis provided under the 
Agreement and also to reduce the rates from certain 
branch line stations which were in existence at 
the time of the Agreement below the level provided for 
those stations by the Agreement. 

Illustrations of this are shown in Statement 
Lh bya It will be noted that the rate from Weyburn 
to Fort William which on July 31, 1898 was 23¢ and 
was reduced to 20¢ effective September 1, 1899, was 
further reduced on September 12, 1927 to the present 
level of 19¢ per 100 lbs., that is, 1¢ per 100 lbs. 
below the level provided by the Agreement. From 
Saskatoon to Fort William the rate on July 31,1898 
was 29¢; on September 1, 1899, following the Crow's 
Nest Agreement, became 26¢; and on September 12,1927, 
was reduced to the present level of 22¢, that is, 
4¢d below the level provided by the Agreement. 

Mention has been made of the rates on 
grain and grain products which are related to the 
Crow's Nest 9 to the Lakehead. So far as 
Canadian Pacific’ is concerned, these related rates 
are those applying on grain and grain products to 
Pacific Coast ports for export and, in so far as 
Canadian National is concerned, to Churchill, Man. 
and to Pacific Coast ports for export. 

At the time of the Crow's Nest Agreement, 
there were no export rates on grain and grain pro- 


ducts published from stations in Western Canada to 
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Vancouver or other Pacific Coast ports or Churchill, 
Man. 

With the opening up of the Braivie Provinces 
to agricultural development, there subsequently develop- 
ed an export movement of grain and grain products 
through the Pacific Coast ports and to provide for 
such movement, export rates on grain and grain products 
were first published by the CanadianPacific Railway on 
December 21, 1908. Initially, rates were published from 
Alberta shipping points only. The basis used in 
publishing these rates was to apply the same mileage 
level of rates as covered by the Crow's Nest Agreement 
to the Lakehead but based on constructive mileages 
to Vancouver worked out as follows: 

. From shipping point to Canmore - actual mileage 


From Canmore to Revelstoke - two miles for each 
. mile of actual haul 


From Revelstoke to Yale - 13 miles for each mile 
of actual haul 


From Yale to Vancouver - actual mileage. 

This constructive mileage worked out at 
over 13 miles for each mile of actual haul from 
Canmore, Alta., through to Vancouver, or a construc- 
tive mileage factor of 334 miles. Subsequently, 
rates were published on a similar basis from origin 
points in Saskatchewan. 


Effective March 15, 1918, these rates were 


‘increased by 15% but not to exceed 2¢ per 100 lbs. 


————___ 


(15% Case (1917) 22 c.R.C. 49). 
Effective August 12, 1918, the rates were 


increased by 25% with a maximum of 6¢ per 100 lbs. 
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This increase was made in lieu of that made on March 
15, 1918, that is, the 25% applied to the rates in 
effect prior to March 15, 1918. (Order in Council 
P.€. 1863, July 27, 1918). 

From August 12, 1918, until the Crow's 
Nest basis of rates was restored in 1922 on grain ship- 
ments to the Lakehead, the related rates for export 
movements of grain and hee products to Pacific Coast 
ports were changed along with the rates to the Lakehead. 
However, in 1920, the constructive mileage for 
Canadian Pacific shipments, which prior to that date 
was 334 miles, was reduced to 236 miles. From 1922 
until the Board issued Order 448 in July, 1927, there 
were numerous complaints, hearings and appeals arising 
from differences between the export basis through 
Pacific Coast ports and the rates applicable on move- 
ments to the Lakehead. As a result of the Order of 
the Board, British Columbia ports received the same 
rates, mile for mile, on grain and gratin products 
traffic moving for export as. did similar traffic 
moving to the Lakehead except a constructive mileage 
factor continued to be recognized, but only to the 
extent of 123 miles. On Canadian National actual 
mileage from Edmonton to Vancouver is used in 
developing related grain rates to Pacific Coast _ 
ports. Actual mileage is also used on traffic 
moving through Churchill. 

THE ACTING CHAIRMAN: You are now finished 
with Mr. Edsforth, Mr. Sinclair? 

MR. SINCLAIR: Yes. 
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CROSS-EXAMINATION BY MR. COOPER: 


Q I would like you to direct your atten- 
tion to; the precis of evidence which you have filed 
and which is now part of the transcript from pages 
1 to 16 commencing at the point indicated by Mr. 
Sinclair and ending at the point indicated by him, 
and I would also like to direct your attention to the 
joint submission, Exhibit 45. 

A. Yes, Mr. Cooper, I have that. 

Q. Mr. Edsforth, I refer to the Agreement 
in the joint submission, Exhibit 45, which appears at 
page 39; that is, the Crow's Nest Pass Agreement, so 
called. 

A. xyes, six. 

Q. It is dated September 6th A.D. 1897, 
and is made_pursuant to the statute which is repro- 
duced as Appendix A at page 36 of Exhibit 45? 

A. eS. 

Q. Now, would you agree, Mr. Edsforth, 
that the effect of the Crow's Nest Pass Agreement 
might be briefly stated to be that in return for 
a cash subsidy the Canadian Pacific Railway reduced 
freight rates on the chief export of the region -- 
that is, grain -- eastbound and on settlers' 
requirements inbound, and that these concessions 
were made without any time limit? 

A. Yes, that is so. 

Q. What do you consider to be the 
reasons, Mr. Edsforth, why the railway entered into 


this Crow's Nest Pass Agreement? 
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A Well, Mr. Cooper, the reason for the 
agreement was that the company desiring touwbuwild a 
railway into this area, and were unable to do so from 
their own finances at that time, so they had to get 
assistance. 

Q. I am suggesting to you that welcome as 
the subsidy might have been that was not the only 
reason why the Canadian Pacific Railway would want to 
build that line? 

A. The company did not build a railway 
just to get a subsidy, of course not. 

Q. For what other reasons did they build 
the line, in your view? 

A. Well, they felt they wanted to pene- 
trate this territory, Mr. Cooper, with a railway 
Pine. 

Q. Why did they want to penetrate the 
territory at that time? 

A. It gave evidence of being productive 
of traffic. 

Q. What were the evidences that it would 
be productive of traffic? 

A, here had been quite an upsurge in 
mineral development in that area, and so much so 
that some of the United States lines were evincing 
an interest to build in there. 

Q. Is it correct to say that one of the 
reasons for wanting to build the line was to stave 
off American competition? 


A. It may be so, but I think primarily 
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the company was interested, as a railway must always 
be, in putting lines into a territory which they think 
will produce traffic. 

Q. At that time, of course, the Canadian 
Pacific had obtained its land grant of 25 million 
acres, I believe? 

A. Yes, I think that was the figure. 

Q. The West was opening up? 

A. Yes. 

Q. The railway was interested in getting 
settlers into the territory? 

A. Oh, yes. 

Q. And I suppose it would be of advantage 
in carrying out such a programme to be able to assure 
settlers that their grain could move out at certain 
fixed rates, and their effects could move in at 
certain fixed rates? 

A. Well, I do not think that the railway 
had to make that concession for that reason, sir, 

did 16? The railway would be at liberty to adjust 
its rates as in its judgment would develop the terri- 
tory. 

Q. But they could not adjust their rates 
on grain eastbound, and settlers' effects inbound, 
after the Crow's Nest Pass Agreement was entered 
into? 

A. I beg your pardon, sir; I did not 
hear that. 

Q. The railway could not adjust its rate 


on grain eastbound, and on the westbound commodity, 
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so-called, after the Crow's Nest Pass Agreement was 
entered into? 
A. They could not increase them, sir. 
Q. Exactly. Now, I direct your attention, 
Mr. Edsforth, to the tenth covenant of the railway 
under the Crow's Nest Pass Agreement, and that covenant 
is set out at pages 43 and 44 of Exhibit 45? 
Ax Yes, that is right. 
Q. The tenth covenant reads in part as 
follows, and I quote: 
"A reduction shall be made in the general 
rates and tolls of the company as now charged, 
or as contained in its present freight tariff, 
whichever rates are now the lowest, for car- 
loads or otherwise, upon the passage of mer- 
chandise hereinafter mentioned, westbound, 
from and including Fort William and all points 
east of Fort William on the company's railway 
to all the points west of Fort William on 
the company's main line, or on any line of 
railway throughout Canada owned or leased 
by or operated on account of the company 
whether the shipment is by all-rail line or 
by lake and rail, such reduction to be to 
the extent of the following percentages 
respectively, namely:-- . sae 
That is the end of the quotation, and then follows 
seven commodities which I believe are commonly 
referred to as the westbound commodities? 


A. Yes, that is right, they are so described. 
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Q. I would take it, Mr. Edsforth, that the most 
important of the commodities mentioned is "agricultur- 
al implements, of all kinds, set up or in parts." 

A. That would be a most important one indeed, 
yes. 

Q. And I take it that the railway did reduce 
its rates on the commodities therein mentioned? 

A. That is right, in accordance with the agree- 
ment. 

Q. Are the Crow's Nest Pass rates still in 
effect on those westbound commodities? 

A. No, they are not, sir. 

Q. When did they cease to be in effect, finally? 

A. Finally in 1925. I think I have the date 
right here. 

THE ACTING CHAIRMAN: July 23rd. 

THE WITNESS: Yes, July 23rd, I think, it 
was. 

MR. COOPER: Q. What happened on July 
23rd, 1925, whereby these westbound commodities were 
no longer subject to Crow rates? 

A. That followed, sir, an amendment to 
the statute, the Railway Act, which provided that the 
Board in fixing and determining just and reasonable 
freight rates should not be governed by any agree- 
ment made or entered into. 

Q. So since 1925 the westbound commo- 
dities have been moving on a basis under which they 

are freed entirely from the Crow's Nest Pass rates? 


A. That. is so. 
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Q. I suggest then in this statute of 1925 


amending the Railway Act, to which you have referred, 


although statutory rates on grain were imposed on 

the railway nevertheless the railway obtained an ad- 
vantage by having these westbound commodities free from 
Crow rates? 

A. Well, they certainly obtained this 
advantage that they were free to move the rate as con- 
ditions required. 

Q. Yes. Well, now, do you know the rates 
on agricultural implements in, let us say, January of 
1925 moving from Toronto to Regina? 

A. Yes, I think I have those here. ik 
beg your pardon; I have not got them for January 1925. 

Q. What dates have you got them for, Mr. 
Edsforth? 

A. Well, I have the rates in 1924. 

Q Yes, what were the rates then? 

A. On agricultural implements? 

Q. Yes. 

A. From Montreal or Toronto, did you say? 

Q. Well, I mentioned Toronto to Regina, 
but if you wish to take Montreal or some other point 
that is all right. 

A. I have Toronto to Regina. 

Q. Yes? 

A. It was 97 cents. 


(Page 1531 follows ) 
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Q. Do you know how long that rate continued? 

A. Well, I think it went out the next 
day. Wait a minute now. July 7, 1924. Just give 
me a few moments and I will get you the dates. A 
have the reference here. | 

Q. Perhaps I could shorten it; my instructions 
are that effective January 9, 1925, the rate was 97 cents 
per hundred pounds, Toronto to Regina? | 

A. Yes. Well, you see, there was a period 
in there and I think I described it on page 10 of 
my precis of evidence. The Crow's Nest westbound 
rates were restored to their level of 1899 on July 7, 
1924, but they were then suspended by the board, so 
the railway were not permitted to charge those rates. 

Now, that suspension was stayed by an Order 
in Council of December 25, 1924. 

Q. That is Order in Council, P.C. 2220, 
as referred to on the last line of your precis of 
evidence? 

A, That is right, and then following that 
Order in Council the westbound commodity rates, the 
Crow's Nest basis, was restored on January 9, 1925. 

Q. And therefore the Crow rate was 97 cents? 

A. Yes. 

Q. Then, after the amendment to the statute 
was passed in 1925, was there a change in that 
rate? 

ae Yes, that rate was then restored to 
its level prior to July 7, 1924. 

Q. $1.28? 
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A. I haven't got the figure here, I am 
sorry. 

Q. Well now, what has been generally the 
trend on rates on agricultural implements since 
the amendment to the Railway Act in 1925? 

A. Oh, there have been reductions and 
increases, 

Q. What is the rate today? 

A. The rate today from Toronto to Regina -- 
this becomes a little complicated because of the 
bridge subsidy. 

Q. Take the normal rate and then the 
bridge subsuidy. 

A: The normal rate is $3.19, and then the 
rate reduced by the bridge subsidy, that is, the 
rate the shipper pays, is $2.89. 

Q. Well, that is an increase from 1925, 
then, from 97 cents to $3.19 normal, or taking into 
account the pridge subsidy, $2.89, I think you 
said. 

A. Yes, it is an increase from a short 
period in 1925, Mr. Cooper; that is, from January 
to July, that is when that 97-cent rate applied. 

Q. The 97-cent rate was in effect on 
January 9, 1925? 

A. Yes, it was. 

Q. And after the amendment to the statute 
the rate became $1.28? 

A. I will have that checked sir, Il 


——|| haven't got that right with me. 


ne — 


sJitteage: els <s 1ieeaiena oil soa Beh 8 " 


‘ pod Lape wus [ie n° 
pret arlene wii iwelteea Ae ene Ot hs 
< Oud yee ten ate at siswbogae. MA | 
si wy twits) he 


sonawiont | 


pe” 


‘ » gemooed alas 
¢bladas ap0fdd 
' i rs de? . 0: . 


; ua vaduw eebida 


bint. add rd doe o_— eint 
ie to~a tin aks A2£T 
eA, ams t. fA 7 


ted Te wD a | nedd u 


: vi oe hitd e0) Jauoses 
Dies 
p i ; R 4 “ey A A wal 


| “iy Leap tats ae eae 6 rit bolnsa 
toc!) copie af dad cetyl @2,) 
sja7 See TO Of - 2 
| teROL .@ truunat 
a) ae ser «A 


tt io 

i i on : on ‘ 

i. @Netery ae oat th 
aoe 


v7 #y ” a 
ys Cn 
GEE he ee 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


Edsforth, cr.ex. 1533 
(Cooper) 


Q. And it is now $3.19 normal and $2.89 
taking into account the bridge subsidy. 

A. Yes, that is so. 

Q. And I suppose there is no dispute, Mr. 
Edsforth, in this proposition, that the weight of 
agricultural implements is much different today than 
it was in 1899? 

A. If you take the individual unit that 
is so, Mr. Cooper. 

Q. I suppose it is the case of hay rakes 
as against farm tractors and combines, and that sort 
of thing? 

A, Yes, I think so. There is quite a 
difference in the price, too. 

Q. And quite a difference in the freight 
rate? 

A, Yes. 

Q. Mr. Edsforth, have you made any calcu- 
lations at all as to the increased revenue the railway 
have received on this matter of agricultural imple- 
ments by reason of the fact that Crow rates have 
not applied since the revision to the Railway 
Act in 1925? 

A. No, I haven't made any such calcula tion 
Mr. Cooper. 

Q. Have you made any such calculation 
with respect to the other westbound commodities 
referred to in the tenth covenant in the agreement? 

A. No, no specific calculation, sir, and 


the revenues as they have moved from time to time 
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" (Cooper 
with changing conditions. 
Q. Would it be fair to ask if you could 
estimate any such increase. 
A. From what period? 
Q. Well, I want from 1925 to date, for those 


years. Perhaps that is not a fair question, and if 
it is not I will not press it. 

MR. SINCLAIR: I would wonder if my 
learned friend has in mind that they would only apply 
to the 289 stations in Western Canada that were in 
effect in 1897, pursuant to the Supreme Court judgment, 
and wouldn't apply te any of those commodities to 
the balance of 1,300 stations that would be on C.P. 

THE ACTING CHAIRMAN: Mr. Sinclair, I don't 
know that that makes really so much difference 
because the shipping facilities through the West 
are limited, and probably would be in existence in 
1899. Most of the implements, for instance, in 
Manitoba go to Winnipeg, and Winnipeg was in existence 
in 1899, and most of these, I think probably 90 
per cent, go to Regina for Saskatchewan, and like- 
wise to Calgary. 

MR. SINCLAIR: Well, sir, I would certainly defé¢r 
to your knowledge of the West and particularly to 
Saskatchewan, but there are place in Saskatchewan 
I think that are pretty large machinery distributing 
areasthat do get shipments direct from the East, 
and what you are suggesting would be that they would 
bring them to Winnipeg or to Regina and pay a 


combination of locals beyond, but what I am pointing 
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out is that I think from the question being asked 

it is pretty near impossible to accomplish that 
because you don't know the pattern of the traffic, 

and I was just wondering if my friend had that in 
mind, and I don't think, sir, that you could calculate 
it by saying some of the machinery would move to the 
points that were in existence, and then calculate the 
distinetions beyond with a combination of the Crow 
rate up to a point and then the variable combination 
beyond to all those stations; I think it is impossible. 

THE ACTING CHAIRMAN: I think, perhaps, 
the answer is that which Mr. Edsforth gave us, he 
couldn't give an answer to the question. 

MR. SINCLAIR: Yes, and I just thought so 
that we would have it focused right that the stations 
are one of the major difficulties and restrictions 
that would apply. 

MR. COOPER: Q. I think the witness can 
answer the question or he can't, and that is the end 
of it, and if he would indicate which is the case, 
if he has not already done so. 

A. There would be great difficulty en- 
countered, and you would have problems of determining 
from what stations it moved, whether they were or 
were not covered under the agreement, and I could 
visualize a great deal of difficulty getting a 
proper figure. 

Q. I understand your answer to be it 
might be done, but it would be very difficult. 


A. I don't even know whether it can be 
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done. 

Q. All«right: The class of agricultural 
implements move now, I believe, under class rates? 

A. No, we have commodity rates in Canadian 
Freight Association Tariff 5J. At least, that is 
my information. 

Q. Those commodity rates are equivalent 
to the class 40 rates, the old sixth class. 

A. They could be the old sixth class; I 
think that is right. I might point out to Mr. Cooper 
that in the intervening years we have accorded a 
stop-off in transit privilege for those implements, 
they can be unloaded in transit, which I think is a 
great advantage to the receiver of agricultural im- 
plements in the West. 

Q. And you are suggesting that has been 
taken into account in raising the rate? 

A. No sir, not at all; that was simply to 
enable the traffic to move freely so that the people 
could get their implements. 

Q. I refer you, Mr. Edsforth, to page 2 
of your precis of evidence, and the reference 
there to the Manitoba agreement. 

A. Yes. 

Q. You also referred to the Manitoba agree- 
ment in your evidence on Saturday, which appears at 
page 1445 of the transcript, and you stated at page 
1445, and I am quoting your answer to a question, 
"The Canadian Pacific was not a party to that agree- 


ment, but subsequently through negotiation it did 
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agree to make adjustments although not at the same 
level as the Manitoba Agreement had called for." 

A. Yes. 

Q. What, roughly, did the Manitoba Agreement 
call for? 

A. The Manitoba Agreement as entered into 

between the Government of Manitoba and the Canadian 
Northern Railways called for a reduction of 4 cents 
per hundred pounds in the rates on grain and flour 
from points in Manitoba to the head of the lakes. 

Q. What were the actual reductions made by 
the C.P. at that time? Perhaps you have already 
stated that, and if so you might give it again. 

A, The reductions made were these, sir; the 
same reduction of four cents per hundred pounds from 
points Winnipeg and east to Fort William, «°° I think 
the figure -- that was on wheat and flour -- and 
three cents per hundred pounds on what we term the 
coarse grain. Then, from points Winnipeg and West, 
the reduction was three cents per hundred pounds on 
wheat and flour, and two cents on the coarse grains. 
That was as far as the Manitoba points were con- 


cerned. 
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you agree with that? 

ie Yes, I agree with that. The commodity 
rates and class rate were reduced, and west of 
that it was 7-1/2 per cent. 

Q. Do you have a copy of the agreement 
there? 

A, Yes, I have, 

MR. COOPER: I would ask my friend Mr. Sinclair 
to put it in. 

MR. SINCLAIR: I would be glad to do that at 
a later time. 

MR. COOPER: I am not suggesting it be put 
in right now. It could be put in at a later time. 

MR. COOPER: Q. I refer again to Profesgor 
Currie on "The Economics of Canadian Transportation" 
at page 49 to complete the matter with which I was 
dealing. "In 1910 the Board removed the remaining 
7-1/2 per cent by which tolls in Saskatchewan 
and Alberta exceeded those computed on the Manitoba 
basis", I think they made it 15 per cent, the 
same as Manitoba. 

MR. SINCLAIR: So that we will be able to 
find it, Mr. Cooper, you are reading from Dr. 
Currie's second edition, 1959 edition. You said 
the first edition. The first edition was some time 
earlier than that. 

MR. COOPER: I am reading actually, Mr. 
Sinclair, from the first edition. We may be on the 
same page. 

MR. SINCLAIR: I never thought Dr. Currie 
would put out a second edition and not change the page. 


It takes these railway economists to confuse you. 
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MR. COOPER: I think it is the first 40 or 
50 pages which are not changed, 

THE ACTING CHAIRMAN: It is early in the book. 

MR. COOPER: Yes. 

. Q. On page 5 of the precis of evidence you 
referred to the judgment of Sir Henry Drayton and 
the 15 per cent Case of 1917, or which was reported 
in that year. 

A. Yes. 

Q. Am I correct in my understanding that 
this judgment related only to the Manitoba Agreement 
andnot to the Crow's Nest Pass? 

A. Well, Sir Henry Drayton's comments 
related to the Manitoba Agreement, that is right. 

Qe I think you commented on the effect 
of that judgment on the present situation where you 
have statutory rates on grain? 

A. Yes. Well, Sir Henry Drayton found 
that in looking at the 15 per cent increase he could 
not increase the rates above the level called for 
by the agreement of 1897, but he did not feel he 
was so confined with respect to the Manitoba 
Agreement. 

Q. I am suggesting that perhaps the applicatio 
of the reasoning of a judge or a chief commissioner 
in one case in other circumstances might at least 
be a matter of argument and perhaps of law. 

A, Yes. When I quoted it I simply pointed 
out what the conclusion I drew from it was with 


respect to the Crow's Nest Rates today. 


| Aaa aaa: 


" al a 
_ ae ie. ) 
wate” i onal 
>» UE wand.ets 52 2%, gun 2 en en ve : 
| ee 
oul ma wt Gitte 2 aT Wiemra BESIDE ae ay 
aot cate at SSS 
nes or@ehgeet bo wise Mas tee ape oe ee 
ee NO yan’. giak: 22 in ete, Oct 03 -Dereeiee | 
Sr PGR qa ste tile tp OL 20 eee? cusw dog EE on? | 
j vase teat ab 

ar 

i qatiariervetay we nt iooxtéd TMA <a 
(o- RA edod ioe en of vleo betaket Shomphet eine 
feoat TeeK ofwoxd opid of donbes 

snesesey atwodywne “pias 126 L000 ) 
(poy AL GaSe (ites@engh adore att od Bagetes 

sevtis at? at Seater geod weatdd 5 af 


SJ ~ 


oy “etm atidentie tereorg off wo 4osmpOt Jadece 
(yl .s94 ao. gota eeetusepererad 
pie? net ebes “fine eft -u i fev .asy A . 4 
higtom eaegins Jase seg eh elt te, gation ah gage 
uty Otitey (ove! ses ewodes. ootws ade apadront dep 
af for? Yon tip atl god Ge Vo neeae arty w 
piled liv se ed ioegeos azgie fonttnos ee sae 
| , | .ReoaTpl 

sull@am of uputreg Sait soléeegpee 28.1 2 ; 
Rw ieM Lunt: Sekde 6 Fe gO Ae Betnogaes ens 2G: 
‘wigl te Jiyig emtctadaamenio Getito at eass one ne 
ee le equrteg baw Tromgprt Yt c0dsem 8 od 
torniog wgmia I ft bedeup < aeck —_ % mil 
dit bw eae) 42 Wai : 
yoeg” .%ialeed nocan auc. mtn a ot 
yee ae : esa i der 


=) 


ii 


ANGUS, STONEHOUSE & CO, LTD. Edsforth, aries: 1541 
TORONTO, ONTARIO ( Cooper) 


; THE ACTING CHAIRMAN: You were talking as 
a traffic man. 

THE WITNESS: Yes, indeed, sir. 

MR. COOPER: Q. I refer you to Exhibit 49, 
and there are just one or two questions with respect 
to it that I would like to ask to clarify my under- 
standing of your evidence which you. gave on Saturday. 
I refer specifically to column 7. 

A, Yes. 

Q. And the increases listed there with 
respect ee various points of origin. Am I correct 
in my understanding that these rate increases were the 
result of Order in Council 1863 under the War Measures 
Act? 

As Yes. 

Q. That Order in Couneil or an extract 
from it is set out in the joint submission? 

A. Yes, as appendix "D", I think it is. 

Q. It is appendix "c”. 

Roi eG, ) a Aes 

Q. Page 49. 

A. Yes, an extract from it, Mr. Cooper. 

Q. Do I also understand correctly that the 
increase effective September, 1920, shown in Exhibit 
49 was made possible because of a revision of the 
Railway Act in 1919? 

A. Yes, that is correct. 

Q. And if you will relate that to your precis, 
I think the matter is on pages 5 and 6. ° 


A. Yes. 
Q. I just want to tie in that evidence with 
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A. Yes, sir. 
Q. I refer you to page 1451, Mr. Edsforth, 
ofthe transcript of your evidence of Saturday, and you 


state there, and I quote: 


"The 1925 amendment to the Railway 
Act which was fully implemented by 1927, 
superseded the rate provisions of the 
Crow's Nest Agreement and substituted a 
fixed statutory basis for grain rates 
moving to all export positions in 


Western Canada". 


That is the end of that part of your evidence 
which I am quoting. I would like you to explain the 
words "which was fully implemented by 1927". Just 
explain what you mean by that. 

A. What I mean by that, sir, is following 
the amendment to the Railway Act in 1925 the Board 
of Transport Commissioners was required by Parliament 
to make a general freight rate investigation and, 
as a result of their investigation, they issued their 
general order number 448 in 1927 requiring the rail- 
ways to reduce the rate on grain and flour moving 
to Pacific coast ports for export to the level of 
the Grow's Nest rates to Fort William and they also 
required the railways to reduce the rates on grain 
and flour from the branch line points to the same 
level as the main line points, all of which, as I 


your precis of evidence what you stated on that point 
on Saturday morning and as it appears in the transcript. 
interpret it, was required by the amendment to the 
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statute. 

Q. General order No. 448, then, is, I see, 
set out as Apppendix "E" to the joint submission 
Exhibit 45. 

A. Yes, that is the general order. 

Q. I take it that Exhibits 50 and 51, 
then, Mr. Edsforth, are related to those changes in the 
grain rate structure, if I may use that expression, 
brought in by general board order No. 448. 

A. Yes, they are illustrative of the rates 
that were in effect from branch line stations as com- 
pared to main line stations before the Board's general 
order 448, that is they were on a higher level mile 
for mile, which is shown in Exhibit 50, and Exhibit 
51 shows what transpired following the Board's 
general order 448 when the rate from the branch line 
stations were reduced. 

Q@. On page 1453 of the transcript you 
referred to the grain crop in Western Canada in 1897 
as being 32 million bushels. 

As Yes: 

Q@. In 1958 it was 829 million bushels, 


and then you were asked a question: 


"That is the crop gnown and not the 


cropped shipped?" 


And your answer was: "No, that was not the 
crop shipped. That was the crop grown." Have you 
the figures for the crop shipped? 


A. Yes. 
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Q. Could you let us have those? 

A. Yes. The crop shipped in 1958 was 
373,443,060 bushels. 

Q. That is the figure for C.P.R. only? 

A. No, I think that is all railways. 

Q. That is all railways? 

A, Jes. 

Q. In paragraph 24 of Exhibit 45, that is 
the joint submission, reference is made to the Sloan 
Arbitration Award dated November, 1954. You personally 
took no part in those proceedings, did you, Mr. 
Edsforth? 

A. No, I took no part in that proceeding. 

Q. And, similarly, you took no part per- 
sonally in the Taylor Conciliation Board proceedings 
mentioned in paragraph 25? 

A. I took quite an active part in that 

proceeding, yes. 

Q. To what extent? 

A. I was traffic witness in that proceeding. 

Q. Were you a witness or did you participate 
in any way in the activities of the Royal Commission 
on Canada's economic prospects, usually referred to 
as the Gordon Commission? 

A. No, I was not a witness in that. 

Q@. Mr. Edsforth, we have heard quite a lot 
since this inquiry commenced about compensatory 
rates, and I should like to ask you, as a highly 
experienced traffic official, a question: What 


is a compensatory rate? 
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A. A gompensatory rate is one that provides 
not only the cost, the variable cost of handling it, 
but also its proportion of the constant cost; in other 
words, that returns its total cost. 

Q. Did you say "a proportion" or "its 
proportion". 

A. Its proportion. 

Q. There are other views, are there, on this 
question of compensatory rates? 

A. Of course, that is what is really, I 
would say, a fully compensatory rate. You cannot always 
get the full proportion of contribution, but every 
rate must carry something more than its variable rate, 
make its contribution, what contribution it can. 

Q. Are you making a distinction between 
a full compensatory rate and a compensatory rate. 

A. I make a distinction that every rate 
cannot make the same contribution, some make more 
than others. It depends on the nature of the traffic. 

Q. But you understand a compensatory rate 
to be at least high enough to cover its variable 
cost and its proportion of constant cost. 

A. And whatever proortion it can contribute, 
and a fully compensatory rate is one which takes care 
of its full proportion of constant costs. 

MR. COOPER: That is all, thank you. 

THE ACTING CHAIRMAN: Now, I think before 
we call on provincial counsel, the Commission would 
like, with so many eminent counsel, that they try 


to organize outside the court room the work that 
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will be done so that we will not have repetition by 
counsel. Of course, I know enough about this counsel 
business to know that one must carry out instructions 
and itis important that you cover the instructions, 
but I am thinking of cutting down unnecessary work 

for the reporters and for the Commission. Now, I am 
sure that counsel will find Mr. Cooper and Mr. Cumming 
most co-operative and helpful at all times, and if 
you have now arranged who is to go first, we will 


hear the first counsel. 
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MR. FRAWLEY: Apropos of what you have just 
said about endeavouring to cut down unnecessary cross 
examination, that is an admirable objective. However, 
there is a very practical difficulty because you 
have to go away by yourself and prepare notes for 
cross-examination, otherwise you would have no 
notes at all. Now, to the extent that it can be 
done and sometimes it happens the following counsel 
will be guided by the material that has been covered 
by his predecessor and to that extent there will 
always be a great deal of benefit. It is not 
too practical to endeavour to name one counsel who 
will endeavour to cross-examine. 

THE ACTING CHAIRMAN: I realize that and 
have made due allowance for it, but if all counsel 
will act with their conscience guiding them as 
to what should be done -- 

MR. FRAWLEY: As Mr. Edsforth's cross- 
examination, Mr. Doherty, counsel for Saskatchewan 
will lead off to be followed by Mr. Mauro and to 
be followed by myself to be followed by Mr. Brazier 
and then counsel for the grain companies. 

THE ACTING CHAIRMAN: I think it may be 
useful to the Commission if, in this connection, all 
counsel advise Mr. Frawley who might act as spokes- 
man for the other counsel as to how they wish to 


proceed. Mr. Doherty is first. 
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CROSS-EXAMINATION BY MR. DOHERTY: 


Q@. Mr. Chairman, I have a few questions I 
would like to ask Mr. Edsforth on behalf of the 
province of Saskatchewan. Mr. Edsforth, I wonder 
if you would first look at page 1 of the joint 
©.N.R. submission which is filed as Exhibit 45. 


In paragraph 3 in the second sentence you say: 


"Financially sound railways are 
essential to the economic well being 


of Canada." 


I wonder if you would agree with me, Mr. 
Edsforth, that financially sound major segments of 
the Canadian economy such as the grain growing interests 
on the Western plaines are also essential to the 
economic well being of Canada? 

A. Oh yes, I do not think I can argue 
about that. I am quite sure that all segments of 
the economy should be financially sound if we are 
to have a good economy. 

Q. Now, 7 I direct your attention to 
the first page of your precis of evidence in the 
second paragraph about the third sentence down and 


it starts with: 


"It provided for certain aid to the 
Company, on the one hand, but also im- 


posed certain obligations --" 


Now, is it not a fact, Mr. Edsforth, that 


the C.P.R. entered into the Crow's Nest agreement 
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on a completely voluntary basis? There was no 
compulsion as I understand it. 

A. No, they were not compelled to build 
the line although the Parliament of the day was quite 
anxians that they should. 

Q. Would it be correct to say that perhaps 
the C.P.R. were quite willing to enter into the agree- 
ment? 

A. Well, I cannot say how willing they 
were to enter into the terms of the agreement. 

Q. My purpose in the question is, I am 
wondering about the word "imposed". "Imposed" to 
me seems to imply there is some obligation or something 
of a statutory nature and if this is, as I understand 
it to be, a contractual obligation would it not be 
correct to say that you accepted certain obligations? 

MR. SINCLAIR: I would like to draw to 
my friend's attention that the persons whose 
signatures appear on this happen to be lawyers, 
it is not Mr. Edsforth, and if the language is not 
such as he likes I and my friends will take the respon- 
Sibility for it. 

MR. MAURO: Oh no, he is referring to the 
precis of evidence. 

MR, SINCLAIR: Oh, I am sorry. 

MR. DOHERTY: Q. Now all I.am doing is 
questioning the use of the word "imposed" which I 
suggest should probably be "accept". I just want 
to draw the use of the word to the attention of the 


Commission and there may be some difference of 
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opinion as to it. 

A. In myopinion they were imposed, those 
conditions. 

Q. Now, in going to the bottom of that same 
page the last paragraph on that page you are speaking 
of reductions in the present rate and tolls on grain. 
Now, do you consider that the railways regarded this 
reduction aga substantial concession? 

An) Yes, i think-Lt wae. 

Q. You think it was a substantial concession? 

A. Yes. 

Q. That would lead me to believe if the 
railways considered these substantial reductions it 
would be unlikely they would consider reducing the 
rates any lower. 

A. You mean the Canadian Pacific would 
be unlikely to consider reducing the rates any lower? 

Q. Yes, if they regarded it as a sub- 
stantial concession then it would be rather unlikely 
that they would consider reducing it to a lower 
rate. 

A. At that time in any event -- of course, 
conditions can change. 

Q. But in fact they did reduce these 
rates later by reason of -- arising out of the 
Manitoba Agreement, although the C.P.R. were not 
a party to the Manitoba Agreement, as a result of 
that agreement the C.P.R. did in fact make some 
further reductions. 


A. That is what I mean by changing conditions. 
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Conditions changed to the extent that the Canadian 
Northern Railway entered into an agreement to reduce 
their rates in Manitoba and while the C.P.R. was 

not a party to the agreement they eventually adjusted 
their rates along the same line although not to as 
low a level from points west of Winnipeg. 

Q@. As far as I have been able to understand 
there has been no indication that when these rates 
were reduced to a proper level the C.P.R. was in 
a position -- these rates presumably should be a 
proper return to the railway even at the reduced 
level. 

A. Back in 1910 I could not say -- I 
don't know’ whether they could be considered at a 
prdper level or not but they were certainly below 
the Crow's Nest level, that is certain. 

Q@. As I understand, at that time there 
was some indication that the public thought that 
the rates on movement of grain were perhaps too 
high. Is it not possible that might follow from 
the provisions of the agreement that the railways 
may have had to consider some reduction in the rates? 

Ay Lt 2097 7 

@. Yes, I am thinking of 1889 having in 
mind the fact that the railways were anxious to 
move to make movement west, and it is possible it 
seems to me that they might have considered some 
reduction to move the grain. 


A. I do not know that they did, I have 


no information on that. 
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THE ACTING CHAIRMAN: Rent and taxes are 
always so high. 

THE WITNESS: That is right, sir. 

THE ACTING CHAIRMAN: Income tax too. 

MR. DOHERTY: Q. Now, may we look together 
at page 2 of the precis and down at the bottom of the 
first portion of the page after you listed the items 
which have been said to have had effects we have this 


statement: 


"These rates to take effect on 
January lst, 1898 and no higher rates 
to be thereafter charged by Canadian 
Pacific." 


A. Yes. 

Q. Now, it is my understanding that this 
was a contractual obligation of the C.P.R. 

A. At that time, yes. 

Q. And the contractual obligation, would you 
agree that it was a contractual obligation in 
perpetuity, that is to say, for all time. 

A. Yes, that is the way it reads, "to be 
thereafter charged”. 

Q. Then, quite apart from any statutory ob- 
ligation which we may have at the present time, the 
C.P.R. was obliged by clauses 10 and 11 of the 
agreement to carry the merchandise referred to 
in the agreement at the reduced rates for all time. 

A. Yes. And following the suspension on 


the question of the railway track which terminated 
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the agreement for a three-year period and a two- 

year voluntary suspension after that by the Government, 
the C.P. did restore those rates from the regions 

in Eastern Canada to the desitinations in Western 
Canada which were in existence at that time the contract 
was made, the agreement was made. But, that led to 

so many difficulties, so many complaints of unjust 
discrimination that the Board said the C.P.R. could 
not do that, could not restore the rates to the 1898 
level. Following that the Supreme Court made their 
finding in the effect that Canadian Pacific was quite 
correct in its interpretation of the agreement. 

Then Parliament changed the law. 

Q. These difficulties I am referring to, 
Mr. Edsforth, were not difficulties which were occasioned 
by the fact that after the period of suspension of 
the Crow's Nest Agreement the C.P.R. published 
tariffs which applied only to those stations which 
were on the C.P.R. main line at the time of the 
agreement, is that correct? 

A. Not necessarily the main line, on the 
C.P.R. line in effect at the time of the agreement. 

Q. Now, in actual fact the C.P.R. had 
voluntarily extended the Crow's Nest rates to other 
points on the main line? 

A. You mean the west bound commodity 
rates? 


Q. No, I am thinking of both on east bound 


and west bound. 


ie What period are you talking of now? 
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Q. I am thinking of the period, I am not 
sure I have the right date but approximately 1903 to 
1918. ; 

A. Yes. 

Q. So that when we came to the period 
around 1925 when the C.P.R. published the tariffs they 
did not in fact return the same level of rates as had 
existed prior to 1918. That is, they did not make it 
apply to all stations, just on some stations. 

A. All the stations covered by the agreement. 

Q. Now, in the second last paragraph on 
age 2 of your precis you refer to the C.P. having 
greed to a reduction in rates? 

A. Yes, that is right. 

Q. Now, this agreement reduced the rates 
elow the level of the Crow's Nest rate at that time? 
A. That is right. 

Q. Now, would this not be some further in- 
ication that the Crow's Nest rates were not in fact 
egarded by the C.P.R. as a burden, in fact reduced 

he rates? 

A. They did reduce the rates. Of course, 

t was in a different position in 1905 than what it is 

1959. Whether theyregarded them as a burden or 

ot, I cannot say, but there was a situation brought 

bout by: the. Canadian Northern under the Manitoba 
greement and an adjustment was made at that time. 

| ether they were considered a burden or not, then I 

ould not say. 


Q. Perhaps it is a matter of opinion? 
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A. It could be. 
Q. If I might refer you to the last para- 


graph on page 2 of the precis in which you say: 


"However, to maintain relation- 
ships from_grain shipping points further 
west, relative but somewhat smaller re- 
ductions were made from stations in 


Saskatchewan and Alberta." 


A. Yes. 

Q. I find some difficulty in appreciating 
the significance of this. My understanding is that 
the rates you seek were higher? 

A. Yes. 

Q. Now, would it not be correct perhaps to 
say that these reductions were relative but somewhat 
larger? 

A. No, they were smaller, a smaller amount 
per hundred pounds. 

Q. They were actually smaller? 

A. Yes, they were. 

Q. I find a-pit of difficulty appreciating 
that statement having in mind the fact that the Western 
rates are higher. 

A. For instance, the rate from Winnipeg 
was reduced by four cents on wheat but from Regina 
just two cents. 

Q. So that is a smaller reduction in cents? 

A. Yes. 

MR. SINCLAIR: Or dollars. 
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THE WITNESS: Or percentage added. 

MR. DOHERTY: May we look together at page 3 
of the precis, the first full paragraph -- 

MR. SINCLAIR: Mr. Chairman, perhaps before 
Mr. Doherty goes on -- 

THE ACTING CHAIRMAN: Yes, Mr. Doherty, might 


we have a recess now? 


--- Recess. 
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Edsforth, cre.ex. 1557 
(Doherty) . 


MR. DOHERTY: Q. Mr. Edsforth, I was just 


about to direct your attention to the statement on page 3 


of the precis, the first full paragraph where it reads: 


"From 1903 until March 15, 1918, 
as a general level of grain rates to 
the lake head is covered by the Crow's 
Nest agreement with the modifications 
following from the Manitoba Agreement, 
remained in effect, with related rates 
being established from new stations 
as branch lines were constructed and 


new territory opened up." 


A. Yes. 

Q. May I also direct your attention to 
the joint brief, which is Exhibit 45, to paragraph 8 
on page 3. 

A. Yes, I have it. 

Q. Starting at about line 6 it reads: 


"The reduction in the rates on grain 
and flour brought these rates below the 
level of the Crow's Nest rates and Canadian 
Pacifie for competitive reasons lowered 
its rates to this level. These reductions 


8 


remained operative until March, 1918 ... 


My question is that in the preceding evidence 
the implication is that the rates at the Crow's Nest 
levels were in effect during this period. Is it 


—| not a fact that rates below the Crow's Nest level 
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were in effect? 


A. No, I think it says right in the paragraph| -- 


the first paragraph on page 3: 


",.. the general level of grain rates 
to the lakehead as covered by the Crow's 
Nest agreement with the modifications 
following from the Manitoba Agreement, 


remained in effect ...” 


Q. That is, in effect, below the level of 
the Crow's Nest rate? 

A. Tnat is right. 

Q. Now, may I direct your attention to the 
bottom of paragraph 2 near the top of page 3 of the 
precis. This is the paragraph we were just dis- 
cussing. 

A. Yes. 


Q. It says: 


" .. with related rates being es- 
tablished from new stations as branch lines 
were constructed and new territory opened 


up." 


A. Yes. 

Q. I believe you have already said that the 
Canadian Pacific had in fact applied these Crow's 
Nest level rates to the stations as they opened 
up? 

joe That is right. 

Q. In other words, they did not restrict 


themselves to stations on the line at the time of 
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the agreement? 

A. No, that is true. From the period up 
to 1918 that is quite correct. These would be branch 
lines, and they were put in on the branch line level 
which, generally speaking, was higher than the main 
line level. 

Q. This was not required under the actual 
agreement. The Canadian Pacific had done this, I 
understand, voluntarily, and I understand it was a 
quite logical arrangement. 

A. Yes, they applied the general level 
of rates on grain from new stations as they opened 
up; that is right. 

Q. Now, I refer you to page 3, and to the 
last sentence in the last paragraph in the middle of 
the page. It is the paragraph which starts: 


Pm OL, ate 


And going down to the last sentence it 


reads: 


"The increase authorized was subject 
to a maximum of 2 cents per 100 pounds on 
grain and grain products and subject to 
the level fixed by the Crow's Nest Agreement 


on westbound commodities as a maximum." 


A. Yes. 
Q. I wonder, Mr. Edsforth, if you would 
be good enough to explain just what the result of that 


—l| was? It is a little difficult to understand just 
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what the result was. 

A. Well, the result was that the rates on 
grain to Fort William were increased by a flat two 
cents per 100 pounds while on the westbound commodities 
the 15 per cent of increase was applied, but the 
weights were not to exceed the rates on the westbound 
commodities as fixed by the agreement of 1897. 

Q. May I refer you to the next paragraph 
on that page, the one right at the bottom of page 3 
and continuing over to page 4. You are referring 
there to Sir Henry Drayton, the Chief Commissioner, 
and you quote certain statements made by him. I 
believe when Mr. Cooper raised this question you 
said that the C.P.R. was not in fact a party to these 
Manitoba Agreements. 

A. No, that is right; we were not. 

Q. At the bottom of the quotations there 


is a paragraph which reads: 


"The reasoning of Sir Henry Drayton 
that it is prejudicial to the public when 
rates are unreasonably low and when rates 
are not changed to meet increased costs 


applies fully to the present situation..."-- 


MR. SINCLAIR: " .. Which exists under ..." -- 
would you go on reading it? 


MR. DOHERTY: Q. 


" ». which exists under the fixed 


statutory level on grain and grain 
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"products moving to export positions in 


Western Canada." 


Now, this, Mr. Edsforth, is your interpretatio 
of what Sir Henry Drayton had said? 

A. No, only this, that I said the reasoning 
that he applied in discussing the Manitoba Agreement 
certainly seems to meet the present situation when 
rates are not changed to meet increased costs as 
the fixed statutory grain rates are not in Western 
Canada. 

Q. This statement is not then based on your 
interpretation of the paragraphs quoted immediately 
before? 

A. Well, I do not know what you mean by 

"interpretation" exactly, Mr. Doherty. 

Q. My point, Mr. Edsforth, is having read 
the quotation on page 4, I find some difficulty in 
reaching the conclusion that you have. I appreciate 
it is probably just a matter of interpretation, 
and all I wish to point out is that there might be 
some difference of opinion as to what Sir Henry Drayton 
had said. 

A. Well, he said what it says there, 
and he said it is clear that no agreement ought to 
stand in the way of the public as a whole from obtaining 
the full benefit of that measure of transportation 
which a properly maintained condition of the company’s 


facilities would permit. Then he went on to say: 
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(Doherty) 


"It is also apparent that an agree- 
ment which reserves as an unremunerative 
rate applicable to the one district, 
involves a discrimination as against 
other districts where traffic and op- 
erating conditions are similar, and 
directly infringes on the provisions of 
the Act requiring a uniformity in 


rates." 


In other words, Sir Henry said it is pre- 
judicial to have rates unreasonably low; it is prejudicia 
to the public and it is also prejudicial to the rail- 
ways because it does not enable them to maintain 
their facilities in a proper condition. 

Q. Would it not be perfectly fair to say 
that what Sir Henry had said is that the C.P.R. are 
obliged to maintain their railways in a proper state, 
and the public should expect that, and this notwith- 
standing the fact that the C.P.R. may be saddled 
with what they -- 

THE ACTING CHAIRMAN: I think, Mr. Doherty 
there is not much use arguing with Mr. Edsforth. He 
has his view, and you cannot convince him otherwise. 
You can argue your construction later. 

MR. DOHERTY: Thank you, Mr. Chairman. uy 
just wish to point out that there may be some difference 
of opinion as to what the proper interpretation 
ee 

THE ACTING CHAIRMAN: Yes. 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO Edsfo rth, Cr.ex. 1563 
< (Doherty) 


MR. DOHERTY: Q. May we go along to page 5, 
and the first full paragraph on that page at about 
line 8. You are referring to the application of the 
increases, and you say that in Western Canada the 
25> per cent was in lieu of the 15 per cent increase? 

A. Yes. 

Q. Am I correct in my understanding that 
at this time the rates in Western Canada were higher 
than in the East, and would it be reasonable to say 
that what the attempt being made here was to prevent 
some discrimination by applying a lesser percentage to 
the Eastern rates than to the Western rates? 

A. Well, it was a step towards equalization, 
I believe. We have said that many times in the past, 
that this was a step towards equalization. 

Q. Then, were you referring to the McAdoo 
Award in your precis? This,in fact, was a Government 
directive that this increase be added, was it not? 

A. Do you mean the freight rate increase? 

Q. Well, the increase under the McAdoo 
Award? 

A. Well, the increase under the McAdoo 
Award was directed against the Government railways, 
and the hope was expressed that the other railways 
would do the same thing, and if they did, then the 
Board should be directed to prepare a schedule of 
freight rate increases similar to that in the United 
States. 

Q. So that the overall result has arisen 


by reason a Government directive to pay the wage 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


Edsforth, cr.ex. 1564 
( Doherty) 


increase under the McAdoo award? 

A. Yes, the Government directed the Government 
railways. 

Q. This, in fact, was the first increase 
in the Crow's Nest rates? 

A. Yes, this was the first time the rates 
became higher than the level called for by the agreement 
of 1897. 

Q. And the authority was issued under the 
War Measures Act? 

A. Yes. 

Q. It was during a national emergency? 

A. Yes, we were in a state of war. 

Q. It could hardly be said, could it, 
that we have at the present time such a situation -- 
that is, a state of national emergency such as 
was referred to in this situation? 

A. Well, I do not know. Of course, this 
was a wage increase, and we have those still. 

Q. But we are not in a state of war? 

A. No, we are not in a state of war. 

Q. And the War Measures Act is a dormant 
statute at the present time? 

£: Yes, at the present time -- fortunately. 

Q. So we can hardly say that we can consider 
the War Measures Act in granting an increase at the 
present time? 

A. No, of course it could not have anything 
to do with an increase at the present time, but I 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO Edsforth, Ccr.e@x. 15 65 
(Doherty) 


the War Measures Act became inoperative, as I understand 
it, in 1920, which was two years after the war ended, 
a further increase of 40 per cent was authorized 
on the grain. 

Q. Was that not then under -- 

A. I am sorry; it was 35 per cent on the 
Western grain. 

Q. Would that not be by virtue of some 
extensions of the War Measures provisions? 

A. No, it was because the Railway Act had 
been amended in the meantime. 

Q. It had become a statutory provision? 

A. Well -- 

THE ACTING CHAIRMAN: These are questions 
of law which probably Mr. Edsforth -- 

MR. SINCLAIR: He is doing extremely well, 
sir. 

MR. DOHERTY: May I go on -- 

MR. SINCLAIR: He is showing tremendous 
knowledge of many things here. 

MR. FRAWLEY: He has been exposed to Mr. 
Sinclair for so long. 

MR. SINCLAIR: I will take that as a compli- 
ment. I have been exposed to Mr. Edsforth, which 
is the truth. 

THE ACTING CHAIRMAN: He is a very good 
Witness, anyway. 

MR. DOHERTY: Q. The effect, if I may go 
back to the Order in Council, was to relieve the 


C.P.R. of this so-called burden under its contractual 
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ANGUS, STONEHOUSE & CO. LTD. 
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obligations under the Crow's Nest agreement? 

A. The effect of the War Measures Act 
and of the freight rate increases that were authorized 
under it was to enable the railways to meet the 
increased cost of transportation brought about by a 
Wage award. 

Q. But it did, in fact, release them from 
their obligation under the Crow's Nest Agreement for 
that time? 

A. Well, I do not know how far you can go 
with that. It certainly permitted them to increase 
their rates to a higher level; yes, I will say that. 

Q. May we look together, Mr. Edsforth, at 
page 6 -- 

THE ACTING CHAIRMAN: Of the precis? 

MR. DOHERTY: Yes, of the precis, Mr. 
Chairman. 

Q. Now, in paragraph 3 -- this is the 
second last paragraph -- it is again speaking about 
the application of a percentage increase? 

A. Yes. 

Q. This is, perhaps, a similar question 
to the one I asked you before, but it seems to me the 
reason why there was a small percentage applied in 
the case of Western grain was because the Western 
rates were still higher? 

A. It was another step towards equalization, 
that is right. 

Q. On pages 7 and 8 you are referring 


to the Special Committee of the House appointed in 
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1922, and at the bottom of the page there is a sentence 
which begins: 


"Because of many unknown factors 
which entered into a consideration of 
this matter, such as the precise general 
effect of rate reductions upon railway 
traffic and its influence in stimulating 


business and producing railway revenues...” 


It would seem to me here that the committee 
is simply supporting the proposition that a rate 
reduction does stimulate the rail revenues, or produce 
additional traffic? 

A. Yes. 

Q. Would you agree with this? 

A. But the committee said they could not es- 
timate the effect of it just at that time. 

Q. But they did suggest a reduction in rates 
could be productive of additional revenues and addition 
traffic? 

A. Sometimes that is so, but sometimes 


41t is not. It does not always follow. 
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Q. Then, going on to the next paragraph 
in the same page, that is page 8 of the precis, there 
is a paragraph that begins, "The hampering effect of 
fixed statutory rates on rate making generally was 
recognized by the Committee in that part of its report", 
and then you say in your report of the Committee's 
findings at the bottom of the page, "the Committee 
nevertheless recommended the extension of the Crow's 
Nest Agreement, except in respect to grain and flour, 
for one year, from July 6th, 1922, with power to the 
Governor in Council to suspend for a further period 
‘of one year." | 

A. Tes 

Q. There may be some difficulties con- 
nected with this, with the interpretation of this 
section, but it would seem to me what in fact the 
Committee did was to restore the Crow's Nest rates 
on grain and flour? 

A. That is right, that was their recom- 
mendation. 

Q. Now, may I refer you to the first 
paragraph on the top of page 9 of the precis in 
which you are commenting on Mr. Currie's remarks 
in his book on"Economics of Canadian Transporta- 
tion" where he says, "'In any case the problem 
was decided from the standpoint of policits rather 
than economics. '" 

Now, would it not be possible that when 
Mr. Currie speaks here of politics, he may have had 


in mind the national policy; would that be reasonable? 
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A. He may have, I don't know. 

Q. You don't deny that may be possible? 

A. Mr. Currie, of course, had his eae 
views as to what he was saying, and I don't know what 
he considered. 

THE ACTING CHAIRMAN: The less politics we 
have here, probably the better. It is a naughty word. 

MR. DOHERTY: Q. If we may now proceed to 
page 10 of the precis and in these pages you are speak- 
ing of the period, I think, in about 1924 and 1925, 
and you refer to the railways filing certain tariffs? 

A. 1es, 

Q. As I understand it, these tariffs were 
restoring the Crow's Nest rates in so far as they were 
operative from points on the railway at the time of 
the agreement, is that correct? 

A. That is the westbound commodity rates 
you are now referring to? 

Q. Yes. 

A. It is the first full paragraph on 
page 10. 

Q. I was really referring to the whole 
effect of the tariffs; did they not apply to both 
eastbound and westbound? 

A. Eastbound they only applied to grain 
and flour; westbound they applied to a number of 
commodities. | 

Q Then, later on in the paragraph you 
say, "This led to many complaints", and I wonder if 


it would be true to say that the C.P.R, could possibly 
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have anticipated applying tariffs in this limited 
fashion, that that may have led to that? 

A. I don't know what they could anticipate; 
all they did was go by what the agreement called Ler. 

Q. That was a different situation than the 
situation as of 1918 when these rates applied to all 
stations? 

A. The westbound rates you are talking of 
now? 

Q. I am thinking of the eastbound. 

A. Well, I don't think the complaints were 
about the eastbound rates, Mr. Doherty; this had only 
to do with the westbound commodity rates. 

Q. Would it be possible that the C.P.R. 
might have anticipated there might have been some 
difficulties in the application of those rates? 

a They may have, I suppose, I don "+ know. 

Q. So that the C.P.R. in publishing the 
tariffs that they did, might well have provoked a 
situation which would apply to the statute --- 

A. Deliberately provoked? 

Q. It was, I suggest, as a result of this 
filing of the tariffs; it was providing some measure 
of equalization? 

AS C.P. did what they were required to 
do about the agreement of 1897, and whatever results 
flowed from that, just automatically followed, that 
is all. 

THE ACTING CHAIRMAN: Well, I think the 
fact is, Mr. Doherty, that the C.P R. relied on what 
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event 


they thought were their obligations under the Act by 
the Supreme Court Order, isn't that right? | 

MR. SINCLAIR: That is exactly right, 

MR. DOHERTY: They were givinga restricted 
interpretation. 

MR. SINCLAIR: They werggiving the inter- 
pretation of the Supreme Court. 

MR. DOHERTY: Q. Now, on page 12 and 
continuing over to page 13, you are speaking of the 
Supreme Court decision which was referred to by Mr. 
Sinclair? 

A. 16a. 

Q And on page 12,at the introduction of 
that paragraph, you say, "The Supreme Court clearly 
pointed out that the rates provided by the 1897 
Agreement operated prejudicially to the public 
interest and resulted in unjust discrimination." 

A. 268. 

Q. I suggest to you, Mr. Edsforth, that 
really all that the Court did say, I suggest, is that 
if these rates were prejudicial, then it was within 
the complete power of Parliament to make whatever 
change they regarded was necessary? 

A. Well, they said if under the existing 
law unreasonable rates must be imposed, or unfair 
discrimination sanctioned, they apparently recog- 
nized it as being something unfair and unreasonable. 

Q. They recognized that any adjustment 
felt necessary should be taken into account? 


A. Oh, yes. 
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Q. I want to refer now to a paragraph on 
page 13, this is the second paragraph -- the first whole 
paragraph -- which said, "As Parliament was in session 
at the time it promptly took action which in its view 
would correct the situation at that time and enacted 
what are now subsections (6) and (7) of Section 328 of 
the Railway Act." | 

A. Yes, 

Q. So that this amendment did, in fact, 
remove the somewhat unsatisfactory situation that 
existed at that time; it provided for a more uniform 
application of the rates, is that true? 

A. It terminated the Crow's Nest Agreement 
as far as rates were concerned. 

MR. SINCLAIR: I think he asked the witness 
a question and he got the answer. 

THE ACTING CHAIRMAN: Yes, I think so far 
as this hearing is concerned, it terminated the chaos 
and there was a new type of order. 

MR. SINCLAIR: Mr. Chairman, with all due 
respect, I will be prepared to answer or argue with 
the Commission and my friends at any time that the 
answer of a witness is correct in fact and correct 
in law, that the agreement was indubitably terminated 
as of 1925 by action of Parliament as it had the 
power to do and as found by the Turgeon Royal Com- 
mission in 1949. 

THE ACTING CHAIRMAN: We will hear you 
later on that, Mr. Sinclair. 

MR. FRAWLEY: I am not expected to rise 
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and oppose my friend at this time. 

MR, SINCLAIR: The witness' answer was given 
to the question that was asked, and I think it should 
stand. I thank my friend for bringing it up so 
clearly. 

MR. DOHERTY: Q. In fairness, Mr. Edsforth, 
I suggest to you that Parliament at this time did not 
recognize that the level of Crow's rates was prejudicial 
only that the inequitable application was prejudicial; 
the effect of the issue of the tariffs would apply 
an inequitable level of rates? 

THE ACTING CHAIRMAN: I don't know, Mr. 
Doherty, that Mr. Edsforth can be axpested to answer 
that; that is interpreting the action of Parliament 
and the Court. 

MR. DOHERTY: Thank you, Mr. Chairman; I 
will proceed on. 

Q. May I go on now, Mr. Edsforth, to the 
last paragraph on page 13, in which you speak of a 
1925 amendment, that it went far beyond the provi- 
sions of the Crow's Nest Agreement? 

A. Yes, that is right. 

Q. Isn't it also a fact that the amendment 
removed the obligation placed on the C.P.R. to carry 
separate effects -- the western movement of separate 
effects, and the reduction of these rates were 
removed by this Agreement? 

A. Yes, the amendment removed the obliga- 
tion to maintain rates on westbound commodities from 


and to the stations that were in existence at the 
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time the agreement was made. 

Q. I think, as Mr. Cooper has already men- 
tioned, this was a sizeable concession to the.C.P.R. 

A. In terms of revenue, I don't know. 

Q. A suggest it directed the C.P.R. to 
make increases in these rates, and I think that the 
rates did in fact rise substantially? 

A. Yes, from and to certain points only; 
not from all points in the east to all points in the 
west. 

Q. It did in respect to many of these points 

A. It did extend, I agree. 

Q I believe you also said it would be 
extremely difficult to give any estimate of the amount 
of additional revenue? 

A. From 1925 onward it certainly would. 

Q. But there is a period there of thirty- 
five years, and it would appear that the amount -- 
although, perhaps, not computable -- would be a 
sizeable amount? 

A. I couldn't give you any idea. 

Q. Now, isn't it also possible that if 
the C.P.R. had been required to carry grain from 
stations at a certain rate -- that is, the rate im- 
posed by the statute -- that the C.N.R. would per- 
haps also have been required to reduce rates for 
competitive reasons and quite apart from the 
statute? 

A. They wouldn't have been required to, 


but they might have done so from and to competitive 


points. (Page 1588 follows) 
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Q. So that it is quite possible that even 
if the statute had not stated all railways, the C.N.R. 
would, in any event, have been required to reduce 
the freight rates to meet the competition? 

A. From some stations. 

Q. Then you make reference to the fact 
that there were 289 stations -- this is in the last 
paragraph on page 15 -- originally 289 stations,and 
there are now some 1,313 stations. Now, is this not 
simply an indication of the growth of the C.P.R. and 
the growth of the West, and was it not a growth that 
would be anticipated? 

A. Of course, we certainly anticipated 
growth. No one can tell how much it is going to be, 
but it does indicate that the traffic moving today 
is from a great many more stations than were ever 
covered by the agreement. 

Q. Would it be true to say that the fact 
that we have Crow's Nest rates, that this fact alone, 
the fact that a reduced rate was probably instrumental 
in providing a great part of this. 

Ave That is pure speculation. It could 
have been very well that the traffic could have 
developed exactly as it did with the level of rates 
not fixed by any agreement. There is nothing to 
say that the agreement was responsible for this, 
no. 

Q. But it was the lower level of rates 
that perhaps encouraged a good amount of this growth. 
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TORONTO, ONTARIO Edsfo rth, cr.@X. 1589 
(Doherty) 


A. Well, I don't know that you could make 
that assumption. I don't know that it necessarily 
follows. 

Q. You wouldn't deny that that might be 
possible? 

A. It possibly could be. 

Q. Now, may I proceed, Mr. Edsforth, over 
to page 15 of the precis, and in the first full para- 
graph there you are speaking of the Crow's Nest rates, 


as I understand it, and related rates. You say: 


"Mention has been made of the rates 
on grain and grain products which related 
to the Crow's Nest rates to the lakehead. 
So far as Canadian Pacific is concerned, 
these related rates are those applying 
on grain and grain products to Pacific 
coast ports for export and, in so far as 
Canadian National is concerned, to 
Churchill, Man., and to Pacific coast 


ports". 


A. Yes. 

Q. Could this be regarded as a complete 
definition of related rates? 

A. Well, I don't know, Mr. Doherty. I 
would say so. I don't know what other definition 
you have in mind. They are related to the Crow's Nest 
rates, because the same mileage level is applied, 
the same rate level is applied. This is why they 


are called related. 
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Edsforth, cr.ex. 1590 
(Doherty) 


Q. Is it correct to say that there are 
no other related rates which might be included in this 
definition as being related to the statutory rates? 

A. I cannot think of any. 

Q. Proceeding on to the second paragraph, 


you say: 


"At the time of the Crow's Nest 
agreement, there were no export rates on 
grain and grain products published from 
stations in Western Canada to Vancouver 
and other Pacific ceast ports or 


Churchill, Man.” 


Now, was there, in fact, any Western movement 
of grain at this time. 

A. I have no knowledge of any, Mr. Doherty. 

Q. There certainly wouldn't be any movement 
to Churchill at that time? 

A. No, that is certain. 

Q. But the C.P.R., I believe, voluntarily 
applied the Crow's Nest rates for western movement 
of grain subject to constructive mileages. 

A. Yes, that is right, we did. You are 
talking to Vancouver now? 

Q. Yes, to Vancouver. 

A. Yes. 

Q. Proceeding along to page 17 of the 


precis, at the bottom of the page, the paragraph starts: 
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"There is a marked distinction ..." 


A. Yes, I have it. 

Q. And continues over to the next page, and 
about the fourth line at page 18 you say that freight 
rates were frozen under wartime price control? 

A. Yes, that is right. 

Q. Is it not also a fact that wage levels 
were frozen under wartime price control? 

A. No, not entirely. I believe there were 
some changes in wage levels during that period. 

Q. But in the majority of cases there was 
a ceiling on wages at that time? 

A. I think railway wages went up somewhat 
during that period. 

Q. There were some exceptions? 

A. Yes, I believe so. 

Q. How about materials that are used in 
railways? . Was it not fixed prices? 

A. I understand so, I believe so. I haven't 
got the detail of that, I am sorry. 

Q. So, in fact, would it be true to say 
that wages, if they did move up, moved up in a very 
small degree and materials were maintained at a 
fixed ceiling? 

A. As to material prices, I do not know 
whether they were maintained at a fixed ceiling or 
not. When you take materials required in railway 
work, I do not know that that is so. I am sure 


that the freight rates were frozen. 
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Edsforth, cr.ex. 1592 
(Doherty) 


Q. Certainly the objective of the wartime 
price controls, as I understand it, was to impose 
ceilings on the materials. 

MR. SINCLAIR: Now, what the objective was, 
Mr. Chairman, I don't know -- we will all agree that the 
objective of the legislation was to assist Canada; we 
will all agree to that. 

MR. DOHERTY: It wasn't only the freight rates 
themselves that were frozen but other commodities 
or wages. 

THE CHAIRMAN: We should have asked Mr. 
Gordon that. 

MR. SINCLAIR: I would think so, and he 
would have possibly been able to say why the railways 
found themselves in the difficulty of prices going up. 
I would have liked to have asked him that question, 
too. 

MR. DOHERTY: Q. It was to suggest that 
there was, in fact, a difference between the situation 
diring World War I and World War II.In World War I, 
as I understand, there was virtually no price control, 
whereas in World War II there was a substantial 
measure of price control? 

A. Yes, that is quite right, there was 
that difference. But you will also notice there was 
a difference in the treatment of freight rates. The 
railways got freight rate increases, including 
increases on the grain, during the time World War 
I was in progress, but they did not get any in the 


World War II period until over two years after the 
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war was ended. 


Q. These increases you refer to in respect 


Edsforth, cr.ex. 1593 


to World War I -- is it not also true that other prices 


were rising at that time, they were not subject to 
price control? 

A. Oh, yeas) Ghat is right. But after 
World War II when price control was lifted prices in- 


@eased just the same way. Perhaps not the same measure, 


but they did go up. During the war I agree, but you 
must remember that freight rates did not go up until 


well after World War II. 


Q. Proceeding on to pages 19 and the followin 


one or two pages, you are speaking here of the Arbi- 
tration Board headed by Chief Justice Sloan, and you 
also speak of the Taylor Conciliation Board and the 
Thomson Conciliation Board? 

A. Yes. 

Q. As I understand it, these boards were 
dealing with disputes between the railway and their 
employees as to wage level? 

A. Yes, there were conciliation boards 
or an arbitration board in one case trying to settle 


differences as to railway wages. 


Q. So there would be no reason to expect that 


these boards would bring down a judgment respecting 
such things as freight rates; that was not part of 
their reference, as I understand it? 

A. Well, of course, the ability to pay a 
wage increase is a consideration, and that tied into 


——| freight rates. 
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Edsforth, cr.ex. 1594 
(Doherty) 


Q. They were not looking at the matter of 
freight rates? 

A. Not specifically, no, I agree with 
that, but they had to look at freight rates and consider 
them in relation to the additional costs that would be 
imposed upon the railways by these wage increases. 

Q. So in reaching their judgment, having in 
mind that they were not required to look at freight 
rates, anything that may be said with relation to freight 
rates would be an expression of opinion, not a part 
that would require a judgment. 

THE ACTING CHAIRMAN: Do you wish to instruct 
him, Mr. Sinclair? 

MR. SINCLAIR: No, I am quite happy with the 
way he is answering counsel. 

THE WITNESS: Well, it was the conclusion 
reached by these conciliation boards on examining the 
situation as brought to their attention during that time. 

MR. DOHERTY: Q. They were not required 
to look into the matter of freight rates, and I suggest 
to you that they would not have had sufficient 
evidence to allow them to reach a conclusion. 

MR. SINCLAIR: Now, the witness said, Mr. 
Chairman, that in his opinion they were required to 
look into them. Now, he is not going to change the 
witness' views. If he thinks so, fine, but he is 
not going to get this witness to change his mind. 

THE CHAIRMAN: He can argue that. 

MR. DOHERTY: Q. May I proceed, Mr. 


——|Edsforth, and if you look at page 10 of the joint 
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TORONTO, ONTARIO 


Edsforth, cr.ex. 1595 
(Doherty) 


submission, Exhibit 45. 

A. Page 10, Mr. Doherty? 

Q. Yes, page 10, and it is the quotation in 
paragraph 28. 

A. Yes. 

Q. In which you -- at least the Thomson 


Conciliation Board are reported as saying: 


"They have had great difficulty in 
getting authority to increase their freight 
rates and in getting the expected benefits 
from freight rate increases when they were 


granted." 


Now, is it not possible that in many cases 
the railways were required to reduce rates to meet 
competition? I am thinking now of truck competition 
and water carriers. 

A. Yes, that is so, they were, very much 
so. That is one of our problems. 

Q. The Conciliation Board did make mention 
of that; the speak of "meeting the stiffest kind of 
competition". 

A. Yes, that is right and one of the reasons 
we have been running into stiff competition is, of 
course the increases in freight rates which we have 
had to get which have been higher because of the 
exemption of the Crow's Nest rates from any increase. 
That has been one of our real problems. 

Q. Now, the railways are not the only 


——| people meeting stiff competition. 
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vt 


A. No. 

Q. The farmers in the sale of grain, and so 
on, are meeting stiff competition at all times. 

A. We recognize that. 

Q. May I refer you to page 7 of the joint 
brief, Exhibit 45, and you are speaking -- paragraph 21 - 
you are speaking of the Royal Commission. May I 


just read this first part of this paragraph? You say: 


"In 1950, the Royal Commission on 
Transportation, among the myriad of 
its other duties, gave some consideration 
to the problem of grain rates in Western 
Canada, but did not study the revenues 


and costs of handling that traffic." 


A. Yes, that is right. 


(Page 1599 follows) 
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Q. Now, I wonder if I could refer you, 
Mr. Edsforth, to the Report of the Royal Commission 
on Transportation dated February 9, 1951 -- do you 
have a copy there? 

A. Yes, I have. What page? 

Q. Page 252 and the second full paragraph 

on that page which starts out with "Much time", 

A. I have it here. | 

Q. If you would follow this through with 

me, This is the second paragraph on page 252 of the 
Royal Commission Report on Transportation, and they 
say: 

"Much time has been taken to consider 
whether it has been established that the Crows- 
nest Pass rates, hitherto exempt from the 
burden of general freight rate increases, 
should now be made subject to them. As above 
stated, the removal of this exemption is asked 
for principally on the ground that it casts an 
unfair burden on shippers of other commodities. 
This argument seems plausible in theory but an 
examination of all the facts involved shows 
that it is not well founded. It is true that 
the Crowsnest Pass rates are a benefit to the 
shippers of grain and flour in Western Canada. 
In so far as the shippers of other commodities 
in that region are concerned they do not com- 
plain of any undue hardship by reason of the 
exemption in question. From all that was said 


before the Commission it can be inferred, on 
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the contrary, that these shippers would rather con- 


tinue to bear whatever additional increase is 
required in their rates (for instance the 
difference between 18% and 21%) than disturb 
the immunity of the rates on grain and flour. 
The shippers in the Maritimes on the whole are 
fairly well satisfied with the special treat- 
ment they enjoy under the Maritime Freight Rates 
Act in its present form, and their representa- 
tive before the Commission did not join in the 
suggestion that the Crowsnest Pass rates should 
be affected by general freight rate increases. 
Shippers in Central Canada are in such an 
advantageous position in comparison with those 
of the West as to make it clear that they re- 
quire no relief under existing conditions. 
The Railway Association of Canada estimates 
that the railways are losing at least $50 
million annually as a direct result of the 
competitive rates which they put into effect 
in order to meet truck competition. This means 
that without this competition the shippers con- 
eerned, of whom the great majority are in 
Central Canada, would be called upon to pay 
normal rates very much higher than those now 
in force. There is nothing in their case 
that can be called a hardship. 

"On the whole therefore no justification 
can be found for: the statement that the exemp- 


tion of the Crowsnest Pass rates causes an undue 
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ont 


burden upon shippers as a whole or upon any 
particular class of shippers. The application 
made for their inerease based upon this argument 
cannot be entertained." 

MR. SINCLAIR: Read the next paragraph too, 

please. 

MR. DOHERTY: "There remains the question 
of the railways themselves. Is there any reason 
why they shoyld be indemnified against whatever 
additional burden they may suffer by reason 
of this exemption from increases of the Crowsnest 
Pass rates? It is not easy to see what case 
can be made out for them in this respect. If 
the Crowsnest Pass rates were made subject to 
general increases the ratio of the increases 
would go down. In any case the statement 
made by the Canadian Pacific Railway Company 
is to the effect that 'since 1922 the greater 
burden of the Crowsnest Pass rates deficiency 
is borne by other shippers'. This statement 
implies that there is really not much to be 
said against these rates in respect of their 
effect upon the railways." 

I am indebted to Mr. Sinclair for asking 

me to read that paragraph because it perhaps streng- 
thens the point I was going to make. 

MR. SINCLAIR: I thought it would. Now, 

the question. 

MR. DOHERTY: In fact it would appear 


that the Royal Commission on Transportation, to use 
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their own words, devoted "much time" to the considera- 
tion of this problem. 

ea me In relation to the total time they spent 
on the entire investigation I do not know whether you 
would call it much time. 

Q. You would not agree that the Commission 
itself is perhaps a reasonable judge of their percentage 
of time and if they said "much time" it seems to me that 
is a reasonable indication that they spent a good deal 
of time. 

A. If that was their feeling on it, yes, 
that is what they said. 

Q. And in fact they had considerable evi- 
dence before them in which to deal with this question? 

A. There was quite a bit of evidence led, 
yes. 

Q Is it not also a fact -- I believe you 
said this at page 18 --- 

| A. At page 18 of what? 

Q. Page 18 of the precis of evidence, 
and it is the last and second to last sentence in 
the second last paragraph where you are quoting the 
findings of the Royal Commission. 

A. yes. 

Q. You say: 

"Te Royal Commission did not agree to 

the proposal of Canadian Pacific but instead, 
found that it was necessary that the rates 
be kept under the control of Parliament. 


They said that the time had not arrived for 
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(ee) 
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an upward revision of these rates, although the 
time might arrive when that would become ad- 
visable." 
I suggest to you, Mr. Edsforth, that the Royal Commission 
did in fact give considerable consideration to this 
problem and they found in fact that these rates should 
not be disturbed but should remain under the control 
of Parliament. 

A. That is right, for the reasons that they 
gave then, and that is almost ten years ago. 

Q. You are hot suggesting any increase in 
rates at the present time, as I understand it? 

A. Not any to the shipper on grain, but 
we are suggesting these rates shquld be increased to 
a proper level on the grain. 

THE ACTING CHAIRMAN: Well, that is a 
matter for the Board of Transport Commissioners, 
rates -- that is out of our sphere altogether. 

THE WITNESS: Yes, if Mr. Doherty is 
talking about increases in other rates, that is 
something that comes before the Board of Transport 
Commissioners, of course. But, as to the state- 
ments made there, you have to read them in the con- 
text at the time and it is different now. What I 
do want to point out is, in the third paragraph, 
the Royal Commission there concluded that there 
was no burden on the railways$ this is following 
from the application of the statutory rates on grain 
because they said the railway could pass it on to 


other shippers by means of rate increases. That 
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is not now possible in full measure because we find 
that we cannot recover the additional revenue we 

need through rate increases because the forces of 
competition are working against that, so we have to 
reduce our rates, sometimes quite substantially,below 
the level that we need to get the revenue required. 
The situation today is not as it was outlined by the 
Royal Commission in 1950. 

THE ACTING CHAIRMAN: I am just wondering 
if the Report of this Commission will be read as 
often as the last one. 

MR. SINCLAIR: Certain parts of it will. 

THE ACTING CHAIRMAN: It is now five minutes 


past twelve so we will rise until two o'clock. 


---Luncheon adjournment. 


(Page 1615 follows) 
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Upon resuming at 2 p.m. 


THE ACTING CHAIRMAN: Can we 


gentlemen? Mr. Doherty you are still 
MR. DOHERTY: Mr. Chairman, 


recess I have re-assessed my question, 


1615 


come to order, 
during the noon 


and I have come to 


the conclusion that I have no further questions to ask 
the witness. 
THE ACTING CHAIRMAN: Thank you. Mr. Mauro? 


CROSS-EXAMINATION BY MR. MAURO: 


Q. Mr. Edsforth, before I start may I take 
this opportunity of extending my congratulations 
to you on your new appointment. 
Ax 
Q. 


feel should, perhaps, be clarified, Mr. Edsforth, 


Thank you very much, Mr. Mauro. 


I have one or two questions which I 


arising out of the examination this morning in regard 
to that phase of your precis which appears on page 1 


and which reads: 


"In 1897 an agreement was reached be- 
tween the Canadian Pacific and the Dominion 
Government whereby the Government would 
grant a subsidy toward the construction 
by Canadian Pacific of a line of railway 
westwards from Lethbridge through the Crow's 


Nest Pass to Nelson." 


x Yes. 


Q. Now, I suggest to you, Mr. Edsforth, 
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Edsforth, cr.ex. 1616 
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that the Canadian Pacific was most desirous of completing 


this line of rail, and that, in fact, from 1892 to 
1896 they had spent somewhere in the neighbourhood 
of $87,000 on the development and surveying of that 
area? 

MR. SINCLAIR: Pray, where would counsel 
get such figures? 

THE ACTING CHAIRMAN: Well, does Mr. Edsforth 
know? 

THE. WITNESS: That is true. The company 
had been making plans with respect to extending into 
this area. Certainly we wanted to build a railway. 

We would not build it just for the subsidy itself, but 
at the same time I point out that the Government also 
were anxious that the line be built 

MR. MAURO: Q. As a traffic expert I am 
going to read to you, Mr. Edsforth, from the annual 
report of the C.P.R. in 1896 written above the 
Signature of William C. VanHorne, and I will ask you, 


as a traffic expert, for your comments: 


"In the event of the establishment 
of direct rail connections with the 
mining districts, both from the east 
and the west, this steam boat property 
will still have ample occupation, for 
the extraordinary system of navigable 
waters in southern British Columbia will 
afford for many years to come the most 


feasible means of connection with many 
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"of the important mining sections. 

But even with these important ad- 
ditions to its facilities for handling 
the traffic of the mining districts, 
your company will continue at a dis- 
advantage in competing with the American 
lines (which have already reached Nelson, 
Rossland and other important centers in 
these districts) until it shall have 
direct railway connections of its own. 
Until then the greater part of the mining 
traffic will be beyond its reach, and 
will continue to be, ag. at present, 
carried by the American lines southward. 

Your directors are strongly of the 
opinion that any delay in securing your 
interestsin that direction will be 
extremely dangerous. --that unless your 


company occupies the ground others 


will, the demand for shipping and travelling 


facilities being most urgent. The directors 


feel that they cannot too strongly urge 
the immediate construction of a line from 
Lethbridge to a connection with your 


Columbia and Kootenay railway at Nelson, 


a distance of 325 miles, and anticipating 


your approval they have already taken steps 


towards commencement of the work on the 


opening of Spring." 
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As a traffic expert Mr. Edsforth, what are 
your comments on Mr. WanHorne's statement? 
. A. Well, he was looking, as you always 
must @o in the railway business, to expanding your 
line into new territories where you hope you will develo 
some new traffic. That goes on at all times. 
Q. And he thought it would be very dangerous 
if this line was not built, and built very hurriedly? 
A. That was his opinion. 
Q. What about your opinion as a traffic 
expert? 
A. Well, of course, if you can get into 
an area before someone else,that is all the better. 
Q. As a traffic expert what is your comment 
on that,historically? 
A. I really am not an expert. 
Q. You are surely a traffic expert? 
A. I must decline that term. I am not an 
expert. As a traffic man -- 
Q. In the same capacity that you answered 
my learned friend yesterday in commenting on some 
of these historical facts will you answer me and 
tell me what is your comment? 
A. My comment is: Yes, that the company 
ted to build a line, and the Government wanted us 
to build it too. 
Q. This morning in reply to a question 
rom my learned friend, Mr. Cooper, concerning the 
vement of agricultural implements, you mentioned 


ertain in-transit privileges and stop-off privileges 
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had been granted. 
Yes, stop-off and in-transit. 


ye 
Can you tell me when those privileges 


Q. 

were instituted? 
A. I cannot give you the exact year, but I 
think it was about 1953 or 1954; I could be wrong. 
I am advised that in Winnipeg, Manitoba 


Q. 
this privilege went in in the summer of 1959? 
A. No, I am sure it was in before that. 
Q. 
A. 
went in before that. 
Now, the rates under the Crow agreement, 


Q. 
Mr. Edsforth, were maintained until 1903? 
Yes, that is the grain rates. 


Perhaps you might check on that. 
I will check on that, but I am certain it 


A. 
Q. Yes. 
A. Yes. 
Q. And in that year due to the Manitoba 
Agreement, the C.P.R. reduced the -- that is, in 1903 


due to the Manitoba Agreement the C.P.R. reduced the 


Crow rate from 14 cents to 10 cents -- that is, the 


rate from Winnipeg to Fort Willian. 
Yes, it was following from the Manitoba 


a 
Agreement, although the C.P.R. was not a party to it. 
And I understand there was also a 


Q. 
reduction on the westbound commodities? 
Yes, from Fort William west; yes, 


A. 
And no reductions from east of Fort 


that is right. 
Q. 
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Edsforth, cr.ex. 1620 
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A. I do not think there were. I do not 
recall them. 

Q. The reduction under the Manitoba Agree- 
ment, Mr. Edsforth, was greater than the reduction 
under the Crow Agreement, was it not? 

Bs From Winnipeg, yes. It was 4 cents 
instead of 3 cents on wheat, but not so on the other 
grains -- at least, so far as the C.P.R. was concerned. 

Q. Now, with reference to the rates from 
branch line stations -- 

A. Yes. 

Q. -- I assume that the C.P.R. would institut 
these rates on their own initiative as the branch lines 
were completed? 

A. Yes, that is so. 

Q. And what would be the basis for these 
new rates at the time they might be instituted? 

A. Well, they would be made with relation 
to rates from other branch line points, the distance 
considered. 

Q. Would the rate, for example, after the 
Manitoba Agreement, be based on the Manitoba Agreement 
rate or on the Crow rate? 

A. Well, it would all depend what station 
you are talking about. 

Q. I am restricting myself to Manitoba. 

A. Any branch lines that were in Manitoba 
would get the same reduction per 100 pounds as the 


rates on the main line. 


Q. The rates that were established on the 
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branch lines, Mr. Edsforth, were not established due 
to any competitive factor? 

A. Do you mean in Manitoba? 

Q. Again, in Manitoba. 

A. They could be if it was a branch line 
seross country, or near by a Canadian Northern branch 
line. 

Q. But on the branch line which you had 
just constructed surely you would have no competition 
in that immediate area? 

A. Do you mean no direct competition? 

Q. Yes. 

A. It depends on how close the branches 
ran together. You see, if the branches were close 
together and a farm was in between the farmer could 
go to one or the other. 

Q. Would it be a fair statement to make 
that from 1899 to 1918, except for the initial four- 
year period, your rates both eastbound and westbound 
were in no way held down by the Crow's Nest Agree- 
ment? 

A. Well, I do not know that that is a 
fair statement altogether, Mr. Mauro. You see, when 
the Manitoba Agreement was made it was made with 
lation to the rates then in effect, which were 
he Crow's Nest Agreement rates. Now, if it had 
ot been in the Crow's Nest Agreement the rate level 
onceivably could have been higher. 

Q. Well, what compelled you to reduce your 


ate below the Crow level? 
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Edsforth, cr.ex. 1622 
(Mauro ) 


A. Because of what was done under the Manitob 
Agreement. Competitive conditions dictated it. 

Q. It was purely a competitive process? 

A. All I can say is that the rates following 


after the Manitoba Agreement were at a level that was 


influenced itself by the Crow's Nest rate. 


Q. But it was the Manitoba Agreement, an 


agreement to which you were not a party, which was a 
competitive factor which, in fact, determined the 
ceiling on these commodity movements up until 1918? 

A. It did determine the amount of the 
reduction, that is true, and therefore, set a level 
of those rates. 

Q. Now, in your research, Mr. Edsforth, 
for the preparation of this precis were you able to 
ascertain the state of the C.P.R.'s first attempt to be 
relieved from its obligations under the Crow Agree- 
ment with reference to grain and grain products? 

A. The first attempt to be relieved? 

Q. Yes, the first record that you could 
find when the C.P.R. complained about the burden on 
[te movement of grain and grain products? 
| Bo No, I cannot say I specifically went 
linto that feature,Mr.Mauro. 

Q. Now, at page 8 of the precis, Mr. 
Edsforth, the statement of the Railway Committee on 
Transportation in 1922 is quoted with reference to 
a fixing of rates by statute. I would like 
to read you the balance of that portion of the report 


——|that appears at page 8. 


ae 7 2 > 
, ’ 
+ ot - 
: 
* = 
7 
$ 
- 
linet 2@ 
e * 
7 e@6é 
i ot 
‘ ' ai 
”v 
t 1 f 
46 
i 
Qs. z 
’ rs > J 
é 
; ane fs pie 


[Sel a2 selvafceqgensiT) 


v0. 4e28< 16.3 me es 


i¢ oosaiad od opy heet ty, 


+2 eheq tw ina dah 
ee | 


a 
a 7. 


lites Hi ey 


cb 
atl 


it 


nu 
it 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


Edsforth, cr.ex. 1623 
(Mauro) 


MR. SINCLAIR: It is not page 8. What is 
the page you are referring to in that volume? 

MR. MAURO: It is page 618 of the report 
of the Railway Committee on Transportation costs, 
(Crow's Nest) Agreement. 

MR. SINCLAIR: Maybe Mr. Mauro should read it. 
There are different pages in the volumes. 

MR. MAURO: Q. The paragraph which you 
have quoted, Mr. Edsforth, ends: 


"The one reacts upon the other, and 
both upon the whole freight rate structure 
which must, within a short period of time, 
undergo many substantial changes. The 
question would seem to be largely one 
that can best be treated by one body, the 


Board of Railway Commissioners." 


AS Yes. 


Q. It goes on: 


"But it has been represented to 
your committee that three important provinces 
of Canada are mainly devoted to the basic in- 
dustry of grain growing. 

The prosperity of that basic in- 
dustry is a factor vitally affecting the 
economic welfare of the nation at large. 

The grain grown in the Prairie 
provinces is mostly for export purposes 
and the price of that commodity is settled 


by competition on the grain markets of 
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ANGUS, STONEHOUSE & CO. LTD. 
! 
| 


"the world. 

During the war, due to reduced pro- 

duction and increased consumption and the 

large stocks that had to be accumulated 

by the Governments of warring countries, 

grain prices were greatly inflated. Since 

the termination of the war, a rapid de- 

flation of eatin prices took place, due to 

increased production, and reduced consump- 

tion, and also due to the fact that so 

many nations with a depreciated currency 

have largely lost their purchasing power. 

These factors have forced down grain 

prices towards pre-war levels much 

more rapidly than what has been the 

case in respect of other commodities 

that grain growers are obliged to buy. 
On the other hand, some of the 

reasons advanced in 1918 as justifying the 

suspension of the Crow's Nest Pass Agreement 

have dissapeared, and your committee has 

reached the conclusion that an immediate 


reduction of freight rates and grain and 


SA 


flour is in the national interest." 


I have now read the whole portion, Mr. 
Edsforth. The part I wanted your comment on is this 


last paragraph which reads: 


"On the other hand, some of the reasons 


advanced in 1918 as justifying the suspension 
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"of the Crow's Nest Pass Agreement have disappeared, 


and your committee has reached the conclusion 


that an immediate reduction of freight rates 
on grain and flour is in the national in- 


terest." 


A. Yes, I think they were referring there 
to the fact that wages had gone down. 

Q. Do you agree with the Committee's state- 
ment? 

A. Yes, I say that I think there the reason 
they are referring to is because the wages had been 
reduced. The cost of railway operation had decreased. 


Q. So you say by recognizing that all 


matters relating to railway rates could best be 
treated by the Board of Railway Commissioners, the 
Committee nevertheless recommended the suspension of 
the Crow's Nest rates, but there were very good 
reasons, the Committee thought? 

A. They were reasons the Committee thought 
were good. 

Qe What do you think of that, as a traffic 
expert? 

A. Mr. Mauro, I do not know. Of course, 
you are looking at economic conditions as they 
were then, and I could not say whether that committee 
was right or not. I do not think they were, as a 
freight traffic man, because I do not think rates 


should be held down indefinitely. 
Q. At page 9 of your precis, Mr. Edsforth, 
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Edsforth, cr.ex. 1626 
(Mauro) 


you quote from Mr. A. W. Currie in the second edition 


of "Economics of Canadian Transportation" to the 
effect that in any case the problem was decided 
from the standpoint of politics rather than economics. 
I presume you adopt Mr. Currie's statement as quoted? 

A. Mr. Currie, Mr. Mauro, had evidently 
studied this very carefully, and I am quite sure that 
he would not have made that statement without sound 
reasons, so I must say I adopt it. 

Q. Yes, you adopt it. Would you tell me, 
because it is hard in this context to know, whether 
this was a critical statement or a complimentary 
statement on the finding of the Railway Committee. 

A. I am not in a position to comment on 
‘that; I do not know. 

Q. You just told me a moment ago that you 
do not agree with the finding of that committee, and, 
therefore, it must be in a critical context? 

A. I said I did disagree with the finding 
of the committee. I do not think those rates should 
have been restored at that time. 

Q. Would you apply that same logic and say 
that the decision of that committee to maintain the 
suspension of the Crow rates on westbound commdities 
was a political rather than an economic decision? 

A. To maintain the suspension of the Crow's 


Nest rates on the westbound commodities was what? 


(Page 1630 follows) 
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Q. You know that the Railway Committee 
said that the Crow rate on westbound commodities would 
be lifted, is that correct, the Railway Committee had 


two portions to this? 


A. Yes. 


Q. One was the Crow rate on westbound com- 
nodities, the suspension would be extended? 

A. For a period of one year, that is right. 

Q And then it said that the Crow rate 
on grain and grain products would be reinstated, am I 
correct? 

A. Yes. 

Q. You tell us in this context that the 
decision on grain and grain products was a political 
rather than an economic decision? 

A. I didn't say it was. I said that was 
what Dr. Currie said. 

Q. Why did you note it? 

A. I just noted it, that was all. 

Q. Do you agree with him? 

A. I said 1 hae no reason to disagree. 

Q. We take it that you are agreeing? 

A. Yes. 

Q. Do you agree with him? That is what 
I want you now to tell me, whether you agree that 
the Committee was also giving: a political decision 
when it lifted the Board rate on westbound commodi- 


ties? 


A. I don't know whether they were or 


they. were not. 
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TORONTO, ONTARIO Edsforth » cr-ex 1631 
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Q. Why do you come to the conclusion it 
was a political decision to maintain the Crow rate 
on eastbound grain and grain products, but you 
don't know whether it was a political decision for 
removing the Crow ceiling on westbound commodities? 
A. The conclusion was not reached by me. 
Q. Surely this is your conclusion, and 
you are not --- 

A. It was somebody else's conclusion. 

Q. You told me you agreed with it? 

A. I do agree with it. 

Q. I am asking you --- 

A. I have no comment to make about the 
westbound because I don't know. 

Q. But you do know about eastbound? 

A. I don't know about westbound. 

Q. I would also like your comments as to 
whether or not the building of the C.P.R. was a 
political or an economic decision? 

A. On whose part? 

Q. It was built; was it an economic de- 
eision to build the C.P.R. or a political decision? 
A. That is a rather large question there, 
Mr. Mauro, because certainly it had some political 
associations with it, it was part of the fulfilment 
-- part of the Confederation Agreement, that a rail- 
way should be built between eastern Canada and the 
Pacific coast. 

Q. It was a very intrinsic part, I sug- 


gest, Mr. Edsforth, in the fulfilment of national 
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mee (Mauro ) 


policy at that time? 

A. Yes, I think that may be so. 

Q. And I suggest to you that the participa- 
tion of the Government of Canada in the Crow's Nest 
Pass Agreement was as intrinsic a fulfilment of 
national policy? 

A. I don't know how you can compare the two; 
I don't think you are talking about the same thing. 

Q. Then, I will read you from the Royal 
Commission on Canada's Economic Prospects of November, 
1957, which is sometimes referred to as the Gordon 
Commission, and I am reading from the chapter entitled 
"Transportation" at page 268: 

"The fact that. a unified Canada would be in 

a better position to ensure the financing of 
the transportation facilities needed to develop 
the northern half of the North American continent 
played no little part in the decision to create 
a new dominion. And the support given by the 
Federal Government to the building by the 
Canadian Pacific Railway of an entirely 
Canadian route to the Pacific, in contradiction 
to all the laws of economics, undoubtedly did 
more than any other single act of policy -- 
perhaps more than all other policies put to- 
gether -- to enable the hopeful vision of 

a separate nation to be turned into a prac- 
tical and prosperous reality." 


I think the word "vision" is rather out- 


spoken. 
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MR. SINCLAIR: In the direction of the 
Chairman earlier this morning --- 

MR. FRAWLEY: I was wondering if Mr. Mauro 
would miss that word. : 

MR. MAURO: Q. I wonder if you agree with 
that statement in the Gordon Commission Report? 

A. Well, I certainly do agree that the 
building of the Canadian Pacific helped to create Canada 
as a nation, yes, I surely do. 

Q. It was a political decision, Mr.Edsforth? 

A. A political decision to build the rail- 
way? 

Q Yes. 

A. Yes, I think it was. 

Q. There is nothing evil about the word 
"political" is there? 

A. No, I never thought so. 

Q. So that when Mr. Currie says that in 
any case the problem was decided from the standpoint 
of politics rather than economics, that is not 
necessarily a critical statement? 

A. I didn't use it in that way. 

Q. But you told me you were critical of 
the Bailway Committee? 

A. I was critical of what they did, but 
not whether it was a political decision or not; there 
is quite a difference, you know. 

Q. I will quote to you from Professor 
Currie at page 79 of the second edition, it is the 


first full paragraph, Mr. Edsforth, on page 79: 
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"To outline the political reasons for the 
'o restoration is not to suggest that economic 
arguments could not be made to justify the 
Government's action. Relief to agriculture 
and the fact that benefits from lower grain 
rates would be shared by all Canada, including 
railways, through a revival in general business, 
could be urged as reasons for the restoration 
of the Agreements. But these economic argu- 
ments could easily be honoured beyond their 
deserts. The facts are that the Agreement 
gave the West a legal claim for rates lower 
than it could have secured on clear economic 
principles and the political circumstances 
of the moment favoured the attainment of the 
West's desires." 

Now, that, I suggest, is a fairly coneise 
statement of the admixture of politics, law and 
economics that resulted in the maintenance of the 
Crow's Nest Pass rates. What do you say to that? 

A. Well, Mr. Mauro, as to the legal 
aspect of it, of course, the fact was --- 

THE ACTING CHAIRMAN: You probably, Mr. 
Mauro, had better leave that question as your 
statement, had you not, because, after all, Mr. 
Edsforth is a very learned man but he is neither 
a lawyer nor an economist. 

MR. MAURO: I read the statement of the 
Judgment, sir, but we were confronted here with 


statements and opinions and comments yesterday on 
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historical data, legal decisions and economic conditiondg, 
and I suggest that all I request throughout my examina- 
tion will be the same type of statement that my learned 
friend Mr. Sinclair elicited yesterday from him as an 
expert, which this man is. 

MR. SINCLAIR: May I say, Mr. Chairman, that 
on behalf of Canadian Pacific I certainly wouldn't ob- 
ject to the question and I think the witness can 
answer it and will do so and will try to assist Mr. 
Mauro. He may not be an economist in the true sense, 
and I agree with that, but his job requires him to be 
a practical business man. 

MR. MAURO: I respect that. 

MR. SINCLAIR: He is not a lawyer but he 
does know something about the history of the law. 

MR. MAURO: Yes, that is exactly it. 

THE ACTING CHAIRMAN: Repeat your question. 

MR.MAURO: Perhaps the reporter will read 
it. 

THE ACTING CHAIRMAN: I am interested in 
the manner in which this will be dealt with. 

MR. SINCLAIR: I certainly hope, like Mr. 
Doherty and Mr. Mauro, that he approaches it in the 
very fair way that I think he will do. 

MR. FRAWLEY: As I always do. 

MR. MAURO: Q. Now, Mr. Edsforth, as best 
I can remember my question was that I suggested the 
statement I quoted to you from page 79 of Currie was 
a concise statement of that admixture of politics, 


law and economics that resulted in maintenance of 


Nake rity Rie fem evetiitesd : 
| i a  heaipeotra Omgerma, 1 ee. 
| eek ya amit Lieetite Im vace enna 
| ORM Rare eaeibgeee ter torts abelaReeee 
| 


Ai v4 
om 


65 tah wed 
2 soci tee Me pee 2 yen (TL ATORTO ae io _ 
| ote pee Riana \yitost mttaded: te lintel am 
. ruih Wertiv ont ate? T how abtdeewy- aa ed 4 
.  tetaen. 3 fio div One 69 of ffLtv Sve os eyes 
9 Oe foo) ee asd ges game 2 , 
tnt sociopes Gok sit tag. tae tO eeege es boa. 
| im Seagteod- Leondoang «@ 
Td, Soectet T ON A 
rue! Tegel «wot ef 0“) CREA TONEE Le 
vee én ] lw ‘qvotald wy gendd aebigarnantie ‘wens aeo8 
a¢ al tant: .ogt GAM aR 
uly wey Tawgel ‘aTAHS WeeoA ae 
ect cin Tepper dts aqestest 7!) cORE 


| a8 
. hovabrntet a 1 ARTEAN? DA goer 
. ett fe wd Shoe ates, cee mega, 
| A El! ody vtemeee Te AOS 
| TWh so oe tel dal? portion bn woe 
88 TLR DRO” Ep mike eae aa 
| oh ia 2 ie * SCA ee 
| Oo) ii; I OLeEE., WP Mia | “oma on “ai 
WA he POauiey T HI AR AT aoe ee aaa ae 
| San Me NT teem meee weg Steam R LD | 
| eititing Ye ocdrntee staat id 1» Saletety sausine 
io wWhasntes, 42 Satioyes: vat 


oD yet 


- 


7 7 v 7 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO Edsforth » Cr-ez 1636 
(Mauro ) 


the Crow's Nest Pass rates in 1922. 

A. They were all mixed in there, that is 
true, and, of course, as to the legal aspect of it, 
Mr. Mauro, this was, the statement, the agreement of 
1897 , was still in force, it wasn't changed, and it 
was terminated until 1925, so there was a legal reason 
in there. As to the economic circumstances, one 
‘can only judge them by the times, whether a reduction 
in rates to that low level was required, I wouldn't 
say. In fact, this comment appears to indicate that 
probably it went beyand the range of what would be 
economically justified or needed. 

Q. ah think you suggest that these economic 
arguments could easily be honoured beyond their deserts. 
It doesn't suggest they were? 

A. I think perhaps they were, I think they 
were reduced too low. 

Q. Your Exhibit 49, Mr. E&sforth -- this 
is just a request -- it covers a comparison of 
Crow's Nest rates on wheat from representative 
prairie points to Fort. William and Port arthur in 
effect at various dates. vi wonder 42 you would be 
kind enough to complete, or, at least, add to that 
exhibit, Mr. Edsforth, by giving us certain infor- 
mation covering westbound commodity rates during 
these periods and perhaps also as to the lifting 
of the Crow ceiling. The particular ones I 
requested you give my learned friend Mr. Cooper 
this morning were agricultural implements, and I 


would appreciate it if it is possible to obtain 
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information concerning furniture from Woodstock to 
Regina. 

MR. SINCLAIR: If he will just list them 
out we will look for them and try to get them. 

MR. MAURO: There is no hurry at all. 

MR, SINCLAIR: I don't think he would have 
them here; it would take some little time. Perhaps I 
can make a request to Mr. Cooper to file it as an 
exhibit later. 

MR. MAURO: Binder twine, Hamilton to 
Winnipeg; apples, Toronto to Moose Jaw; window glass, 
London to Portage la Prairie; household goods, Brock- 
ville to Brandon; iron bars, Hamilton to Calgary. 

MR. FRAWLEY: I am glad you got further west 
there. 

a MR. MAURO: Cattle, Ingersoll to Weyburn, 
Saskatchewan; lubricating oil, Montreal to Edmonton; 
paints, Windsor to Regina; wire, London to Saskatoon, 
and wooden ware, Woodstock to Winnipeg. 

MR. SINCLAIR: I take it that if there are 
no movements we will say so. For instance, with 
regard to the apples, you have them moving in the 
wrong direction; you have got them from the east to 
the west instead of from the west to the east. 

MR. MAURO: They were not moving too 
quickly to the east. 

THE ACTING CHAIRMAN: If they are just 
paper rates they wouldn't be of much interest. 

MR. SINCLAIR: That is what I am saying. 

THE ACTING CHAIRMAN: If there is any 
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movement on the particular commodity. 


MR. SINCLAIR: 


Of some volume, not just a 
car. 


MR. MAURO: Q. I wanted the rates up to 
1918, and then after 1925? 


A. Yes. 


(Page 1641 follows) 
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Q. Because my advisor tells me that apples 
were moving west in substantial quantities prior to 
1918? 

A. They could have been. They are not 
moving so substantial quantities today. 

Q. Now, Mr. Edsforth, subsequent to the 
Parliamentary Committee's report, there was an appeal 
taken to the Governor in Council in 1924. Are you 
familiar with that? 

A. That was following the action taken by 
the railways to restore the westbound commodity rates. 

Q. Is it your opinion, after perusal of 
this material, that at the time following the Parliament 
Committee's decision and before the appeal to the 
Governor in Council the C.P.R. was dissatisfied with 
the decision of the Parliamentary Committee to 
maintain the Crow's Nest Agreement with relation- 
ship to grain and grain products eastbound? 

A. Yes, I think that is a fair statement, 
that they were not pleased about it. 

Q. I refer. to the hearing before the 
Governor in Council dated Ottawa, June 27, 1924. 

I am quoting Mr. Lafleur who, I understand, was 
appearing on behalf of the railways, ,and the position 
of the C.P.R. -- 

MR. SINCLAIR: Now, Mr. Chairman, now we 
have got a statement as to what counsel said from 
an appeal. Mr. Lafleur was a very distinguished 


lawyer, I am sure -- 


MR. MAURO: This was the Governor in Council. 
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MR. SINCLAIR: This is an appeal from a pro- 
ceeding, and I don't know what Mr. Lafleur said. 

THE ACTING CHAIRMAN: We will hear what Mr. 
Mauro has to say. 

MR. SINCLAIR: He said the position of the 
C.F.E, Now, this is the position of Mr. Lafleur. 

MR. MAURO: If he not speaking for the C.P.R.? 

MR. SINCLAIR: Now, everything a lawyer says 
is not -- other people in Manitoba certainly are 
not going to accept the responsibility of everything 
Mr. Mauro says. If he wants to bind his client, that 
is one thing. 

MR. MAURO: This is the first time that I 
heard statements of counsel are not acceptable in this 
context with the view to having the witness comment on 
those statements. We have heard some pretty strange 
statements yesterday. 

THE ACTING CHAIRMAN: We had better hear 
what you haveto say. 

MR. MAURO: Q. Questioned by the Hon. 

Mr. Graham as to where he wanted these rates to take 


effect, from where te where, Mr. Lafleur says: 


"From points east of Fort William to 
western destinations; but you will notice, 
Mr. Premier and gentlemen, there are three 
limitationson this reduction -- it is to 
apply to a specified territory viz. the 
territory which was in 1890 covered by 
the lines of the Canadian Pacific Railway ; 
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"4t was applicable as to territory to the 
then existing mileage because it provides 
the reduction was to be made on the 
existing rates on the railway. So it 
was restricted as to territory. In the 
next place, it was restricted as to the 
class of commodities. These were said 
to be more or less basic commodities, 
but were far from including all the basic 
commodities required in the Prairies, and 
the third limitation, it was to be traffic 
westbound from points in the east to the 


west." 


T now come to the portion I would like your 


comment on: 


"Now, I am not dealing with the grain 
situation now; I am dealing with the situ- 
ation as it affects commodities other 
than grain and grain products, because we 
are not asking for any change in the 
conditions established in 1897 in regard 
to grain and grain products. You will 
recollect that question was gone into 
in 1922 when an investigation was made be- 
fore a special committee and the special 
committee reported against any change in 
the grain rates created in the arrange- 


ment of 1897, and simply recommended the 


ik ow suspension of the Crow's Nest Pass 
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“agreement in regard to other commodities 
and it is in regard to these other com- 
modities that we are now making our sub- 


mission." 


Do you agree with Mr. Lafleur? What. are your 
comments on it? 

A. Well, I don't exactly know what comments 
you want from me. 

Q. You told me you thought the C.P.R. was 
dissatisfied with the decision of the Parliamentary 
Committee, and I read you a statement from Mr. Lafleur 
that apparently at the time they appeared 
before the Governor in Council in 1924 they were 
not concerned with the eastbound grain and grain 
products. 

MR. SINCLAIR: That is not what Mr. Lafleur 
said. He said that the C.P.R. was not satisfied. 

That is not what Mr. Lafleur said, with all respect. 

THE ACTING CHAIRMAN: Read that again, please? 

THE WITNESS: "Now, I am not dealing 
with the grain situation now; I am dealing with the 
situation as it affects commodities other than grain 
and grain products, because we are not asking for 
any change in the conditions established in 1897 
in regard to grain and grain products. You will 
recollect that question was gone into in 1922 when 
an investigation was made before a special committee 
and the special committee reported against any change 


in the grain rates created in the arrangement of 1897, 
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and simply recommended the suspension of the Crow's Nest 
Pass Agreement in regard to other commodities and it 

is in regard to these other commodities that we are 

now making our submission." 

THE ACTING CHAIRMAN: Well, that is to say, 

Mr. Mauro, whether they were satisfied or dissatisfied, 
they were not after any change. 

MR. MAURO: That is right. 

Q. And the decision of the Parliamentary 
committee was to expire, was it not, Mr. Edsforth, it 
had one year? 

A. The decision had been finalized on east 
bound grdin in 1922, and as far as that time was concerned, 
the decision has been made that the grain rates were to 
be restored to the 1897 level. 

Q. Now, at page 12 of your precis of evidence 
Mr. Edsforth, you referred to a decision of the 
Supreme Court of Canada appearing in 1925 Supreme 
Court Reports at page 155, and your commentson that 


decision are as follows: 


"The Supreme Court clearly pointed out 
that the rates provided by the 1897 Agree- 
ment operated prejudicially to the public 


interest and result in unjust discrimination." 


Would you perhaps assist me in finding out 
where the Supreme Court said or pointed out that 
the rates provided by the 1897 Agreement operated 
prejudicially to the public interest. 
cee THE ACTING CHAIRMAN: I think, Mr. Mauro, 
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that in all fairness to the witness, in view of what 
Mr. Sinclair said some time this morning, he assumes 
the onus for that. 

MR. SINCLAIR: Well, no, sir. He is 
talking from the precis, and I think Mr. Edsforth goes 
on to quote the reason in support of it. 

MR. MAURO: I am quite aware that it appears 
in the evidence. There is a statement by the witness 
that the Supreme Court pointed out that the rates 
provided by the 1897 Agreement operated pre judicially 
to the public interest. Now, if he suggests that 
those paragraphs that he subsequently quotes are the 
bases for that opinion, that is all he needs to say. 

MR. SINCLAIR: That is what he says; he goes 
right on: 


"Anglin, Chief Justice of Canada 


Staced ..." 


THE ACTING CHAIRMAN: I think there was | 
some objection from Mr. Frawley to the manner in which 
the evidence was led. I allowed him to proceed 
through Mr. Sinclair, and now I think, in view of 
the fact that this had been said, Mr. Mauro has the 
right to cross-examine. 

MR. SINCLAIR: I am not objecting; I just 


want him to continue. 


MR. MAURO: Q. I am quoting from the bottom 


of page 170, Anglin, Chief Justice of Canada: 


"Tn holding the statutory maximum 


> rates fixed by clauses (d) and (e) of the 
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"Crow's Nest Pass Agreement to be binding on the 
Board of Railway Commissioners we do not, 

as the learned Chief Commissioner apprehended, 
view the agreement as forever disabling the 
parties thereto from reconsidering their 
situation or re-adjusting their relations. 


On the contrary --" 


This is the portion that you quote -- 


"_. On the contrary, Parliament, 


which was in reality one of the contracting 
parties stipulating the terms on which 
it would grant the subsidy, may to-morrow 
..Pe-consider and re-adjust those terms 
and relieve the other contracting parties 
from the obligations it incurred; and it 
is not to be supposed that the Parliament 
would hesitate to exercise its powers 
for the correction or amendment of 
legislation which is found to operate 
prejudicially to the public interest. But 
Parliament alone can do this. Having 
made the obligations statutory, it must 


change or amend them by statute." 


Now, is it in that paragraph -- 

A. It really goes on to 174, Mr. Mauro. 

Q. We will deal with 171. There is a 
paragraph that I have just read you pu ae oy ge ae Does it 
say in that paragraph that the rates were prejudicial 
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to the public interest? 

Ss No, it doesn't say so, but it says that 
Parliament can correct the situation where they are 
prejudicial to the public interest. 

Q.- And 174 -- I will start with the para- 
graph at 173: 


"In appeals from the Board of Railway 
Commissioners the functions of the Supreme 
Court are very circumscribed. When it 
has declared and certified the law as it 
finds it and has accordingly allowed or 
disallowed the appeal for which leave is 
given, dan. Pac. Ry. Co. v. City of Toronto, 
(1), those functions are exhausted. How- 
ever grave, however disastrous the con- 
sequences, the court is powerless to 
afford a remedy. The Board of Railway 
Commissioners in its turn can only apply 
and administer the law as it exists. If, 
under the existing law, unreasonable rates 
must be imposed or unfair discrimination 
sanctioned, with the resulting chaos and 
further i111 effects so graphically portrayed 
in the opinion of Mr. Commissioner Boyce, 
the remedy lies with the High Court of 


Parliament." 


Is it in that paragraph -- 
A. I think you have to carry right to the 


bottom of the paragraph. 
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Q. “By amending the existing law 
it may either itself do or may empower and 
and require its delegate, the Board, to 
do as full and complete justice as circum- 
stances admit. Fortunately Parliament 
is presently in session. Whatever remedy, 
if any, it may in its discretion consider 
necessary or desirable can be speedily 


afforded." 


Does he say the rates under the 1897 Agreement 
were prejudicial to the public interest? 

A. I so interpret it. 

Q. Now, Mr. Edsforth, it is your opinion 
that the rates set out under the Agreement of 1897 -- 
I am sorry. You say on page 13, Mr. Edsforth, of 
the precis that the change in the statute made the 
level on grain and flour as set out in the Crow 
Agreement applicable to all points on your lines in 
Western Canada eastbound? 

A. Yes. 

Q. How is that in variance with the situation 
which existed prior to 1918? 

A. It wasn't at variance with the situation 
which existed in 1918 but it was at variance with 
the Agreement of 1897. 

Q. In fact, many rates prior to 1918 
were lower than the Crow? 

A. Yes, on certain points. 


Q. So to that extent the statute was a 


benefit? 
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A I beg your pardon? 

Q. To the extent it raised the rates up 
above the 1918 rate back to the Crow level, there was a 
benefit to be received by the railroad. 

A. Well, it raised the rates over the Manitob 
Agreement, which was the decision in 1917 in the 15 per 
cent case and the 25 per cent case of 1918. 

Q. And also the statute permitted you to 
maintain the full westbound increases which had been 
attained, amounting to 87 per cent? 

A. I don't know what the percentage would 
be, but it did allow the westbound rates to remain 
under the Board's jurisdiction. One part of the 
15 per cent was merged into the 25. 

Q. To that extent this statute was of 
benefit to the railway? 

A. The 1925 amendment to the statute? 

Q. Yes. 

A. Yes, by permitting the westbound rates 
to remain at a proper level. 

Q. At the level that they wouldn't have 
been at had the Crow Agreement been extended? 

A. Only to and from certain stations, not 
from all points. 

Qe Would it be correct to say that the 
east also received benefits since it removed dis- 
erimination from the various points of shipment west? 


A. I think there was discrimination both 


in the east and the west, as far as that goes. 
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Mauro ) . 


Q. This statute had that effect, to remove 
discrimination from various shipping points in Eastern 
Canada? 

A. The amendment to the statute did just 
that. 


(Page 1652 follows) 
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Q. I am referring to Currie on this par- 
ticular point at page 88: 
"he Minister stated that by this legislation 
the east got freedom from discrimination. The 
west got the Crow's Nest rates on grain on all 


lines between British Columbia and Lakehead, a 
total of over 17,000 miles, instead of on the 
fewer than 3,000 miles of the Canadian Pacific 
1897 line. Members of parliament from British 
Columbia objected that there was discrimination 
against that province but government spokesmen 
declared that the Agreement had not affected 
British Columbia before and didnot now." 

A.Yes, that is so. There was also a 
discrimination as to distinctions in western Canada. 

Q. Now, Mr. Edsforth, at the time of the 
agreement there were 3,949 miles of line covered by 
the Crow's Nest rate? 

A. Well, there were 3,949 miles of rail- 
way in western Ganada, there would not be Crow's 
Nest rates for all of them, not in British Columbia. 
They were not producing any grain in the Rockies. 

Q. But that would be covered by the 
Crow's Nest ereameal? 

A. Well, as far as the westbound com- 
modity rates are concerned, yes. 

Q. In 1923 I am advised there were 9,400 
miles operated by the C.P. in western Canada? 

Ay In) 192397 

Q Yes. 
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A. That may be but I have not the figure. 

MR. SINCLAIR: If that is from the DBS Report 
we will accept it. 

MR. MAURO: Q. I was not making it up. I 
saw it somewhere in the 1922 Case. My question is 
that the C.P.R. had instituted rates which were at or 
lower than the rate on 5,500 miles of new trackage? 

A. By 1923? 

Q. Yes. 

A. Well, as to the period up to 1918 they 
had had these rates involuntarily but the rates were 
-- no, this if 1923, that was before the statute 
amendment. The rates were reissued in 1922 on 
the basis that had been in effect prior to the sus- 
pension of the agreement. 

Q. Now we come to the statute of 1925 
and I take it that it is your clear opinion that 
that statute abrogated or did away with the Crow's 
Nest Agreement of 1897? 
| A. With the rate provisions, in any 
event. 

Q. On what do you base this opinion of 
yours, Mr. Edsforth? 

A. Well, in the first place from my 
understanding,and from what I have read of what 
took place at that time it was the intention of 
Parliament-in introducing a bill to amend the 
statute that it would terminate the Crow's Nest 
Agreement so far as rate provisions are concerned. 


Q. That is a very candid answer. Did 
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you check the parliamentary debates at that time in 
order to arrive at this conclusion that it was the intent 
of Parliament? 
| A. No, not completely, no, I did not. 

Q. Well, I will read you certain excerpts 
from the parliamentary debates and ask you to comment. 
I am reading from the Debates of the House of Commons ,; 
1925, Volume V,and page 4309, The Honourable Mr. 
Graham, Minister of Railways, is speaking: 

"Now, there are two things that par- 
liament can dos; it can insist on having the 
Crowsnest agreement remain in force in its 
entirety or it can remove it altogether from 
the statute books. But a third and middle 
course might be taken, and we are asking par- 
liament to remove from the agreement that 
part relating to westbound traffic, leaving to 
the prairies and the west for the future all 
the benefit they have ever received, and 
more too, I think, on grain and flour." 

MR. SINCLAIR: " . . « and more too --". 
After all, Mr. Chairman, if he wants to say one thing 
and then read --- 

MR. FRAWLEY: This is so amazing after we 
listened all morning to Mr. Sinclair telling what 
an excellent witness this man was. We all know how 
excellent he is and my friend put him on the highest 
pedestal, almost making a counsel out of him and now 


to be faced with these interferences, I cannot under- 


stand it. 
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TORONTO, ONTARIO Edsforth 3 CT -CX 1655 
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MR. SINCLAIR: With all due respect, all I 
am saying to counsel is this, that it is extremely 
difficult for any witness to be read something by 
counsel and then say "Now there". If Mr. Mauro wants 
to hand it to him and let him read it --- 

MR. MAURO: It was not necessary to have a 
speech. 

THE ACTING CHAIRMAN: I am sure Mr. Mauro 
had no intention of being unfair. 

MR. SINCLAIR: If he will let him look at 
it then it will be fine. I am not objecting to the 
witness answering; I just want him to have a chance to 
look at it. 

THE ACTING CHAIRMAN: He should have that. 
I think Mr. Mauro would want him to have that. Just 
one question, was Mr. Graham the responsible Minister 
in charge of the matter at that time? 

MR. MAURO: Yes. This was the debate on 
the introduction of Bill 181. 

THE ACTING CHAIRMAN: Of which he was in 
charge? 

MR. MAURO: He was in charge. 

THE WITNESS: Well, he was commenting 
only there on what Parliament was doing with respect 
to the westbound rates. However, I must say, Mr. 
Mauro, that the reference is given. I cannot give 
you the reference in the debate but it is referred 
to in the Turgeon Commission. 

MR. MAURO: Q. Oh, yes, that is exactly 


what I am referring to also because Turgeon quotes 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO Edsforth 5 CF-Sx 1656 
(Mauro ) . 


a statement by the Minister of Railways on the introduc- 
tion of this bill and I am Suggesting that the total 
statement of the Minister was not given by Turgeon. 

I am asking you, since you stated you based your 
opinion on the intent, what you thought was the intent 
of Parliament, to tell me what you now think of this 
statement: 

"Now, there are two things that parliament 
can do; it can insist on having the Crowsnest 
agreement remain in force in its entirety or 
it can remove it altogether from the statute 
books. But a third and middle course might 
be taken, and we are asking parliament to re- 
move from the agreement that part relating to 
westbound traffic, leaving to the prairies 
and the west for the future all the benefit 
they have ever received, and more too, I 
think, on grain and flour." 

A. Yes, because they went far beyond the 
agreement and made a statute which clearly went 
beyond the terms of the Agreement. 

Q You therefore interpret that state- 
ment as showing the intention to repeal the Crow's 
Nest Pass Agreement? 

A. I am interpreting this statement intro- 
ducing the legislation as well as the fact of the 
legislation itself. 

Q. I am now reading from page 4313 of 
the Debates: 

| "Mr. Hoey: There is no reference to the 


westbound rates on grain and flour? 
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ANGUS, STONEHOUSE & CO. LTD. 


TORGHTO, GATARIO Edsforth, cr-ex 1657 
(Mauro) . 


"Mr. Graham: There never was. In this bill 
we are sticking to the terms of the Crowsnest 
Pass agreement. I want to explain again that 
if we started in to make a wholesale tariff for 
all the different parts of Canada, which is the 
business of the Board of Railway Commissioners, I 
am afraid parliament might not make a very good 
Jop of, it. Consequently we are sticking to 
the terms of the Crowsnest Pass Agreement. We 
are not making new legislation except in the 
manner I described a few minutes ago, elimina- 
ting that portion of the Crowsnest Pass Agree- 
ment relating to westbound traffic but retaining 
every item of benefit the prairie provinces have 
had heretofore on grain and flour. Now, let 
me read the proposed amendment, We have got 
to the point where all the traffic but the west- 
bound traffic is still under the Crowsnest Pass 
Agreement ; and the balance is put under the Board 
of Railway Commissioners." 

A. Mr. Mauro, they did not stick to the 
terms of the Agreement, they went far beyond it. 

Q. Your position is not based on the 
intent as evidenced by the statement of the respon- 
Sible Minister --- | 

A. It was as the intent when the 
Minister introduced the bill and the action taken. 
When you take those two things together you reach 
that conclusion, at least I do. 


Q. And in the statement at the conclusion 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO Edsforth »Cr-es 1658 
(Mauro ) . 


of the debate by the then Prime Minister, Mr. Mackenzie 
King, at page 4439; 


"In regard to allowing the maximum rates 
on grain and flour to remain, I would point out 
to my friends from British Columbia that the 
government is not adding restrictions to the 
railway commission, but is rather subtracting 
from the limitations which the Crowsnest Pass 
agreement had imposed in the protection afforded 
the middle west. In other words, it is allow- 
ing part of that agreement to remain,but it is 
taking away part. To that extent some sacrifice 
is being required of the middle west, but 
inasmuch as the railway commission is not 
given a free hand to equalize rates all over 
Canada regardless of the maximum rates that 
are being fixed for the middle west, to that 
extent also some sacrifice is being required 
of other parts of Canada. 1 28k, 18 4¢ 
possible to eee support for any policy which 
demands a sacrifice only at one point and not 
at other points? 

"In the interests of national unity, in 
the desire to bring about a policy of equaliza- 
tion of rates, the government realizes that 
some sacrifice must perchance be temporarily 
borne by each of the provinces. We have sought 
to make that sacrifice as equal aS we Can as_ 
respects all parts of the country. 


"Now while we are taking away a part of 
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TORONTO, ONTARIO Edsforth > Cr-¢€= 1659 
Mauro ) 


the Crowsnest Pass agreement under this arrange- 
ment, the government is extending the security 
with respect to flour and grain to an area 
much beyond that which was fixed in the original 
agreement." 
A. Exactly, they terminated the agreement 
by extending it. 
THE ACTING CHAIRMAN: Do you still both have 
the same opinion? 
MR. MAURO: May we have a recess at this 
point? 
THE ACTING CHAIRMAN: Yes, I think so. 


---Short Pecess. 


(Page 1667 follows) 


(hii. on, 


— ee 


We d vu 
“plies dis) aie Juinersye eet Beda, i 
v 


De 


sagas “ar Nob ees® bopé wag » it oe | 


‘thd wit gelbcetss . deena itt ,aaadin = 


jeGo SHS 4h tee) 1 taw an fae Fad ‘bagged signin 


of (Live coy ot OREO te 


or 
S ee 
, an 
= 

‘ 


avVia oe @* Slria bo woll oF Tangees gele “F 


— 


7 tse 


=. 


iat pal baerge ed 


a 


teulnigo seus. ods 
Yat oe wah (OF Aat — 


fas 


YtRIgg 


ex _ 


s¥ (A AAIME AO DUET a 


Reet Padgs—— 


(obet lot aes ast) 


eae 


ft v2 t 7 
7 7 13M 
Wh, ce a 
; a > < 
a r t ® 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


Edsforth, cr.ex. 1667 
(Mauro ) 


THE ACTING CHAIRMAN: Very well, Mr. Mauro. 

MR. MAURO: Thank you, Mr. Chairman. 

Q. Mr. Edsforth, at page 19 of the precis, 
nd page 1464 of the transcript -- 

A. Yes, I have them Mr. Mauro. 

Q. -- you are referring to the conciliation 
rocedures in 1954 before Mr. Justice Sloan? 

A. Yes. 

Q. At page 1466 you are quoted to this effect: 


"Well, in appearing before the Con- 
ciliation or this Arbitration Board, the 
railways pointed out to the arbitrator 
their financial problems and their dif- 
ficulties, and stressed their lack of 
ability to pay increased wages and to 
assume increased labour costs. However, 
the arbitrator did award the employees 
improvement in their fringe benefits and 
in doing so, however, they recognized 
the difficult financial position of the 
railways and the restricting effect of 
the fixed statutory rates on grain. The 
Chie f Justice also expressed that he was 
of the opinion that where the application of 
the fixed statutory grain rates results in 
a loss of rail revenues, this should be 


n 


the responsibility of the national treasury. 


Can you tell me, Mr. Edsforth, whether the 


learned Chief Justice had before him the deficits of 
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TORONTO, ONTARIO Edsfo rth, cr.ex. 1668 
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(Some 
NW) 2) 


the passenger service of the Canadian Pacific? 

A. I could not tell you that, Mr. Mauro; 
I do not know. 

Q. Can you tell me whether the Chief 
Justice had before him the deficits of the Canadian 
Pacific in the operation of branch line services? 

MR. SINCLAIR: What deficits? 

THE WITNESS: Yes, I do not know that there 
are any figures of deficits. 

THE ACTING CHAIRMAN: Any deficits. 

MR. MAURO: He is a good witness, and he knows 
what to say. 

MR. SINCLAIR: I might say that counsel 
must point to something. 

THE ACTING CHAIRMAN: I think you can qualify 
it by saying "any deficits". 

MR. MAURO: Q. Are there any deficits 
on the branch line operation of the C.P.R.? 

A. There may be some, Mr. Mauro, but I 
do not know what they are, or if they exist. 

Q. I see, but you think there may be some. 

A. There may be some. 

Q. Well, were those some before the Chief 
ustice? 

A. I do not know. 

Q. Do you know what cost information was 
presented to Mr. Justice Sloan at that time? 

A. Cost information? 

Q. Cost information as to the costs of 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO Edsforth, cr.ex. 1669 
(Mauro } 


A. No, I do not know. 


Q. Then, at page 1467 there is this: 


"Q. Now, Mr. Edsforth, the next major 
issue between the railways and their em- 
ployees was the subject of an extended 
hearing before the Taylor Conciliation 
Board, and this report was issued in 1956, 
and that is referred to at paragraph 25 
of the joint submission of the railways. 
Will you please give the Commission your 
comment on that proceeding? 

A. Well, again, during these pro- 
ceedings considerable evidence was intro- 
duced by the railwaysas to their dis- 
abilities in meeting existing costs of 
transportation and of the difficulties 
that would be encountered in attempting 
to meet increased costs, and the railways 
drew the attention of the conciliation 
board to the results of the fixed 
statutory rates on grain and grain 
products as well as the increase that the 
railways were finding from competition, 
particularly from motor ctagrriers and the 
inability of the railways to spread in- 
creased costs over all freight traffic 


because of the statutory grain rates." 


Did you participate in the Taylor Conciliation? 


= A. Yes, I did. 
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ANGUS, STONEHOUSE & CO, LTD. 
TORONTO, ONTARIO 


Edsforth, cr.ex. 1670 
(Mauro) 


Q. Perhaps you can tell us whether any 
passenger deficit figures were presented to the 
Taylor Conciliation Board? 

A. Not in my evidence. 

Q. Were you present while anyone else gave 
any evidence as to any passenger deficits? 

A. I do not recall any. 

Q. Did you give any evidence regarding branch 
line losses, if there are some? 

Ae No, I did not. 

Q. Did you hear anyone else in your presence 
give such evidence? 

A. I do not recall any. 

Q. To your knowledge, then, the only evi- 
dence presented to Mr. Taylor on that conciliation 
board was as to alleged losses regarding the statutory 
grain rates? 

A. It was more than that, Mr. Mauro. I 
gave a good deal of evidence on the competition 
we were meeting and the problems of getting additional 
revenues from our freight traffic because of com- 
petition, because of the limiting effect on the 
statutory rates. 

Q. Now, I assume that you informed Mr. 
Taylor of the fact that you had no control over 
the statutory grain rates? This was one of the 
factors? 


A. That is right; we had no control, and 


the Board did not. 
Q. Did you tell him of any control that 


— 


naa ea 


iotuteds edt gaifiage: aenuol boyetie of) me eam piso 2 


=) 
at 
. - 

ff ot 


Am 


41 
s 


it GhaDeiat td) Line wns wind ae en 
GH? of hetcenem rior semyst: @etiels | 
<tra08 wattaht tema 

-eouohive Ue ab SoH 


etey dita excyia Sabie tener, Soy saat’ a 


Lr “rw 


Yasiol eb Tajneeead te oF Re Om 
ne (fLaoet dom ob F ok 


| 


/ gediciege: soaebive yon erty oy Sig <7 ; 
Soules gta. exalt? tf eoasel anit | 
ton 81b 1 ,om ~~ VA 
weg ey al onle eneyne ceed woe Bid 9 
: Tecuebhys dows ovig 
we Llaowt sor ob 2) ik 
he “ino oad ens ,aghielwart «sey ot .: 
neltoliiosee sant we rolyat - of botnsoera 


t 


taeden 
I -eveatt cM fade edd exe aw dE | | 
nol tisgees elt ao acashive Lo Lash Boog 2 eve i 
[aooltiihe aniieay Ye emelderq sit? bce pabdeds’ esse ee | 
-muve Io eazeced ofttar: Fry last? “ee wort sesmever 

add mo yeite peat ed? le sageoed oor? 
soda viotes 

“MH Deonetet wey Pant sauens’ To woe a. 
nove fowinss om bar roy tad Soak edd te 
wit We pmo ame ete? cones mheny yrovedase 


Cr 


bem ghoainine 4m act ow :érmte et Saath le 
+i? Lomsan: Ys 20 mtd ifet wey eee. 4 


e ae ee ee 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO Edsfo rth, Cr .@xX. 1671 
(Mauro) 


you had over competitive factors? 

A. Well, as to competitive factors -- do 
you mean meeting competition? 

Q. Yes. 

A. We certainly cannot control our competition, 
but we have got the right to meet it and to adjust our 
rates as we find it necessary to do in meeting com- 
petition, which we are not able to do so far as 
the grain is concerned. We want to change ¢hem. 

Q. At page 1472 of the transcript you referre 
to a decision in 1957 of the Thomson Conciliation Board, 
which, I believe, appears at page 10 of the joint 
submission, and that quotation from the Labour Gazette, 
Mr. Edsforth, reads as follows, and I am reading from 
paragraph 28 of the joint submission -- 

A. Yes. 

Q. ---"In the meantime (referring 

to the period from the end of the war to 
1958, the date of the Board's report) the 
Canadian railways have had an altogether 
different experience ... They have had 
great difficulty in getting authority to 
increase their freight rates and in getting 
the expected benefits from freight rate 
increases when they were granted. They 
have been forced by public policy or 
conditions. over which they have no control 
to haul enormous tonnages of freight ... 


at rates which are wholly inadequate." 
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TORONTO, ONTARIO Edsforth, Cr .@xX. 1672 
(Mauro) . 


Now, it would appear, Mr. Edsforth, that there 
are two factors, namely, public policy and conditions 
over which you have no control which have forced you 
to haul these enormous tonnages of freight; is that 
correct? 

A. That is what the statement says, yes. 

Q. In your precis at page 22 you state that 
the Board recommended substantial inemeases in wages 
and came to the conclusion that the railways’ financial 
difficulties were due to stiff competition and the 
fact that they were forced by public policy to haul 
enormous tonnages of freight at rates which they termed 
"wholly inadequate". It was not only public policy 
that the Board said caused you to haul enormous 
tonnages at wholly ‘inadequate rates? 

A. Or conditions over which we have no 
control, but I do not know what other rates are 
wholly inadequate, as far as that is concerned. 

Q. I see. One of these factors over which 
you have no control would be the competitive factor?. 

A. Yes, but we do not handle competitive 
traffic at inadequate rates. That is to say, we will 
not put in competitive rates unless they contribute 
something to our revenues over and above their 
costs. 

Q. Now, you have referred to the decision 
of the Board of Transport Commissioners in the 15 per 
cent case in 1957? 

A. Yes. 

Q. At page 10, paragraph 27 of the joint 


> , : 
f E Nal 7 rlLa ft eid 
i 
o 

, } aah) FY 


ANGUS, STONEHOUSE & CO, LTD. 


TORONTO, ONTARIO Edsfo rth, Crcexss 1673 
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submission, the quotation reads: 


"These factors indicate that it 
is the freight rate structure itself which 
is largely responsible for the situation 
in which the railways now find themselves... 
This difficulty is intensified by the fact 
that the grain traffic within Western 
Canada is carried at statutory grain 
‘rates which cannot be increased and which 


yield only one-half cent per ton mile..." 


The point I wish to make, Mr. Edsforth, is 
that the Board had concluded that it was the freight 
rates structure itself which is largely responsible for 
the situation that the railways find themselves in, 
and the function or role of the statutory grain rates 
was to intensify a bad situation. 

A. That is true. It is the freight rates 
situation which is intensified by the statutory rates. 

Q. What about the -- the Board seems to 
suggest that it is not only the statutory rates. 

A. I think the suggestion here is that 
the freight rate structure itself has had problems, 
or has created problems, because of the statutory rates. 

Q. Oh. Do these factors indicate that 
it is the freight rate structure itself that is 
largely responsible? 

ie Intensified by the grain traffic. 

Q. Yes. I am referring to page 91 of 


Volume 76 of the Canadian Railway and Transport 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


Edsforth, cr.ex. 1674 
(Mauro) 


Cases, and I am reading from the judgment of the Board - 
A. Yes. 


Q. I am reading the paragraph ahead of 
the one which you quoted: 


"The fact that the competitive portion 
of the traffic had increased from 8.9 per 
cent to 21 per cent, and the agreed charges 
(largely based on competition) have in- 
creased from 2.4 per cent to 10 per cent, 
is substantial confirmation of the situ- 
ation with regard to the class and non- 


competitive commodity rates." 


A. Yes. 

Q. "These factors indicate that 
it is the freight rate structure itself 
which is largely responsible for the 
situation in which the railways now find 
themselves, rather than any defects in 
the ‘requirements! formula. This 
difficulty is intensified by the fact 


uN 


that the grain traffic ... 


A. Yes, and the answer is, Mr. Mauro -- 
or, at least, in my opinion it is this: It is 
true that we have to meet competition. Of course, 
we do, and that is very persuasive, but that com- 
petition has been much more severe by reason of the 
fact that the statutory rates have been exempted 


from all of the general increases which have been 
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comet Edsforth, cr.ex. 1675 
(Mauro) | 


been placed on other traffic ina greater degree. 
That has made more traffic subject to competition. 

Q. The statutory rates, Mr. Edsforth, 
have remained somewhat constant as to their role in the 
operations of the C.P.R., but the deterioration 
caused by the grain rates structure have intensified 
the effect of the statutory rates on the C.P.R.'s 
revenue position? 

A. I think it is the statutory rates that 
have intensified the deterioration of the freight 
rate structure. 

Q. Do you agree with the statement in the 
Turgeon Royal Commission's report of 1951 at page 252 -- 

A. Just a moment until I get it. 

Q. I am sorry. 

A. I have it right here. Page 252, did 
you say, Mr. Mauro? 

Q. Yes, page 252, the second complete para- 


graph: 


"The Railway Association of Canada 
estimates that the railways are losing at 
least $50 million annually as a direct 
result of the competitive rates which 
they put into effect in order to meet 


truck competition." 


A. That statement means that the Railway 
Association estimated that there were $50 million 
of revenue which they could have mtained had it not 


been for competition. It does not mean they are losing 
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that money in the sense that they are hauling the 
traffic for less than cost to that extent. 

Q. No, we will take it for what it means. 

A. I want you to be clear on it. 

Q. Yes, surely. in 1951 the competitive 
factors were resulting in an approximately annual 
loss of $50 million in revenue? 


A. That is true. 


(Page 1680 follows) 
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Q. What has been the situation since 
1951? 

, A. Well,I can't put it into dollars; of 
course, competition has become more; intensfiedg there 
is no question about it, and I would say in large 
measure, as I have said before, not cay it is true, 
but in good measure, and competition Hawes more 
intensified because of the statutory rates. 

Q. Now, Mr. Edsforth, at page 23 of 
the precis where you refer to the percentage of grain 
and grain products moving at statutory and re- 
lated rates? 

A. Yes, 

Q. Could you possibly at some later date 
file with the Commission a percentage of grain to 
pete ton-miles, not solely intra-Canadian traffic? 

A. I can do that for Canadian Pacific 
only, I can't do it for all railways. This is 
for all railways, you understand, and it is taken 
from the Board's Waybill Study. 

oo Will you, perhaps, do it just for 
Canadian Pacific, Mr. Edsforth? ; 

A. Tes. I think I could do it right 
now if you aa LANE & think I have it here some- 
where. 

Q. I assume, Mr. Edsforth, that just 
logic would make one conclude that on total inter- 
national and intra-Canadian, that grain is a similar 
proposition? 


A. Percentagewise on C.P ? 
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Q. Oh, I am just --- 

A. On all railways? 

Q. Yes. 

A. That might be, but I can tell you what it 
is for C.P 3; I can only speak for them in this case. 
In the year 1958 the percentage of ton-miles on 
statutory and related grain in western Canada, ex- 
pressed as a proportion of all freight ton-miles on 
the C.P., was 26.2, and the revenue contribution, also 
expressed as a percentage of total revenue contribu- 
tion, was 9 per cent. 

Q. And then for 1951? 

A. 1951? 

Q. Just so that we have it. 

A. Yes, surely. Just a moment and I will 
make sure I am on the right line erent In 1951 the 
ton-miles as a percentage of total freight traffic 
was 23 per cent, and the revenue contribution was 
9.3 per cent of total freight revenue. 

Q. Now, as a rate man largely involved 
with rates, Mr. Edsforth, I suggest that rate 
figures such as 14 cents from Winnipeg to Fort 
William, and without taking into consideration items 
such as weight minimums, etc., it is a rather mean- 
ingless figure. 

A, Meaningless in what way? 

a. It doesn't tell the whole story. 

You can have a rate, say, at 14 cents per hundred 
pounds from Winnipeg to Fort William, and another 


rate at 30 cents per hundred pounds from Fort 
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William to Winnipeg, and the 14-cent one might be a 
more profitable business? 

A. That may be, Mr. Mauro, but if I have a 
rate of 14 cents from Winnipeg to Fort William at any 
minimum weight it would be most unprofitable. 

Q. I was getting in the principle which 
I think is rather important in our Subsequent discussions, 
and I am referring again to the Parliamentary Committee’ 
in 1922, the evidence of Mr. Lanigan; I understand 
he occupied your position in the C.P.R. then? 

A. Yes, he was General Freight Traffic 
Manager, I think. 

Q. And he was being questioned by Mr. 
McCrea from British Columbia, who felt a little sad 
about the lumber rates, and this tradition has gone 
forward to the present day. 

MR. SINCLAIR: I haven't had any com- 
plaints from the lumber people about their rates. 

THE ACTING CHAIRMAN: They have been very 
Silent. : 

MR. SINCLAIR: Yes, I haven't heard a 
word from them. 

MR. MAURO: I will be finished in a very 
short while, Mr. Chairman. 

Q. At page 64 Mr. McCrea asks a ques- 
tion of Mr. Beatty: 

"Q, Mr. Beatty, I notice you say the 

proposed reductions you think could stand are 
16.66 per cent in the case of grain and 11.70 


on lumber and forest products. What is the 
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reason for that difference? If I am rightly 
informed -- and I think I am -- the rate on 
lumber is very much higher today than the 

rate on grain for the same mileage. As a matter 
of fact, if I wish to ship a carload of lumber 
from any point in the West to the seaboard, the 
rate is nearly twice as high as the rate on 
grain. Recently I requested from your 

Company the rate.of lumber for export for a 

point 400 miles east of Fort William to Montreal, 
and you quoted 34 cents per hundred; whereas I 
believe you are carrying wheat from Fort 
William, and even farther west than that 

point to the seaboard at a much lower rate? 

"A, Mr. Lanigan will answer that 
question. 

"Mr. Lanigan: There is a lower rate on 
grain than on lumber. The rate on grain from 
the Northwest is a continuation of the western 
rate, and is made in competition largely with 
the rates from Duluth or the rate by. boat -% 
ftom’ Fort William. Grain loaded at Fort 
William destined to any eastern point or for 
export loads about 88,000 pounds per car and 
higher, running up to 120,000 pounds. The 
minimum on lumber is 40,000 pounds. There- 
fore the earning per car on lumber with a 
higher rate is much less than the earning per 
car on grain." 

Mr. McCrea goes on, he is not satisfied: 


"wr,| McCrea: Is it not the practice of 
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all the railway companies that the more valuable 
the article transshipped the higher is the rate of 
freight. That is, you charge a higher rate 

of freight on some classes of goods than on 

others because they are more valuable, Take it 

on that basis; the wheat that you are shipping from 
the western points is worth at least twice as 

much per hundred as lumber, yet you charge us a 
very much higher rate. 

"Mr. Lanigan: We do not get as high a 

rate on grain as on lumber. You are getting 
a rate of 34 cents on a car of 40,000 pounds, 
and you said the rate was 31 cents on a car 
loading 120,000 pounds from Fort William. 1% 
you are supplying two cars, which of the two 
classes of traffic is most desirable, the one 
at 31 cents for a car loading 120,000 pounds 
or the one loading 40,000 pounds at 34 cents?" 

Do these -prineiples apply in present day 
economics, Mr. Edsforth? 

A. Well, you do look at the per car 
revenue, of course, that is certain, but that is not 
the only basis; you look at your per car, per car-mile, 
per ton-mile; all of those aresignificant indicators 
of any pares 

Q. It is important, therefore, that one 
gO beyond the simple rate factor itself; the state- 
ment of the rate from Winnipeg to Fort William in 


itself doesn't give the whole story? 
K. It doesn't give the whole story, that 
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is true, but again I say a rate of 14 cents from 
Winnipeg to Fort William, at any rate, I would say is 
far, far too low. 

Q. I have one final question because you 
were candid enough to comment on a series of questions 
covering a very varied field, and I would ask for your 
comments in regard to the ambit of this investigation 
and a statement of the Acting Prime Minister on 
November 27, 1958.. As it appeared in the Winnipeg 
paper, the Acting Prime Minister is quoted as follows: 

"It is, however, recognized by the 
government that there are serious inequities 
in the present freight rate structure which 
have both contributed to,and been aggravated 
by, the system of horizontal rate increases. 

The government has already indicated its 
intention to move towards a solution of 
these problems. 

"A study is being undertaken at once 
to work out measures to relieve against in- 
equities in the freight rate structure, 
including any that may be aggravated by the 
present increases. 

"Steps are also being taken to set up a 
suitable body to review the general field of 
railway problems and policy. This study will 
include not only a comprehensive consideration 
of the railway freight rate problem -- including 
the situation of the long haul provinces in 


the west and in the Atlantic region -- but 
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also other specific problems which require solu- 
tion if Canada's railways are to serve the 
national interest without prejudicing par- 
ticular industries or areas." 
Do you think that that is a fair statement of the 
situation at the time, Mr. Edsforth? 

A. uf am sorry, I don't quite understand 
that question, really, Mr. Mauro, 

Q. Do you agree with the Acting Prime 
Minister that there were inequities? 

| ‘A. Yes, because I explained it. 

Q. How about Hertxedee increases? 

A. I don't think they are an inequity; 
I don't agree that that is an inequity. 

Q. You will agree? 

A. That the horizontal increases are? 
No, I don't agree. 

Q. Your comment on the Acting Prime 
Minister's statement is that he should continue to 
be the Acting Prime Minister? 

A. I have no comment to make on that 
at all. He is entitled to his opinion and I have 
mine. 

Q. Just one final question; you mentioned, 
Mr. Edsforth, that there were three touchstones of 
testing the rate; there is the revenue per car, the 
revenue per car-mile and the revenue per-ton-mile? 

A. Yes, those are guides that you look 


at. 


Q. Are any of these three more important 
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than the others, a better tncident? 

A. Well, I do think that the per ton-mile 
and the per car-mile are the important things because 
you measure the revenue against the length of the haul. 
MR. MAURO: Thank you very much, Mr.Chairman. 
THE ACTING CHAIRMAN: Thank you, Mr. Mauro. 
Mr. Frawley? 


CROSS-EXAMINATION BY MR. FRAWLEY: 

Q. Mr. Edsforth, you said this morning 
that you didn't think it was a good thing to have a 
rate scale held down in perpetuity like the Crow's 
Nest Pass? 

A. Yes, I did say that. 

Q. You agree with that? 

A. L do. I said that. 

What are your views upon the holding 
down in perpetuity that took place with regard to the 
right of the Province of Alberta to tax the main line 
of the Canadian Pacific Railway Company? 

A. Mr. Frawley, I am not qualified to 
comment on that, I don't know. 

Q. Mr. Edsforth, you are not going to 
suddenly lose your status now as a competent witness 
for the Canadian Pacific? 

A. Yes, but as a traffic man I have 
nothing to do with that,Mr. Frawley. 

Q. I am talking about things that last 
forever and ever, and that is why you don't like the 


Crow's Nest Pass rates that lasted forever and ever 
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and were in perpetuity? 

A. Well, they have so far. 

Q. You are aware that Alberta was created 
by the Statutes of Canada, 1905, and there actually 
was inserted a clause which reads as follows, it is 
section 24, "The powers hereby granted to the said 
province shall be exercised subject to the provisions 
of Section 16 of a contract set forth in the schedule 
to Chapter 1 of the Statutes of 1881, being an Act 
respecting the Canadian Pacific Railway Company." 

You know what that meant, Mr. Edsforth? 

A. No, I really don't. 

Q.. I will put it to you that that Section 
16 of the contract which appears in the Statutes of 
1881 was a provision that said that forever hereafter 
the Province of Alberta shall not have the right to 
tax the main line of the C.P.R. in any respect, and 
that situation continues right to today. You are 
surely aware of that? 

A. Well, I have some knowledge of it, but 
I am certainly not thoroughly conversant with it. 

Q. You are a Vice-President of this 
Company now, Mr. Edsforth? 

A. Yes, I. know, but I am Vice-President 
of Traffic. 

| Q. You were aware that the taxes we 
are able to impose upon your main line from Medicine 
Hat to Field is even less than the 1897 rates ? 
A. I didn't know that. 


Q. It is zero. You have not heard of» 
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ANGUS, STONEHOUSE & CO, LTD, 


TORONTO, ONTARIO Edsforth, Cre 1689 
Frawley ) 


nti UE 


the Canadian Pacific Railway Company endeavouring 
to have that agreement varied, Clause 16 of the 
Contract of 1881? 

A. I have no knowledge of it, Mr. Frawley. 

Q. I have not heard about it either. 

MR. SINCUAIR: I would like to say that the 
Province of Alberta tax rate in 1897 was also Zero; 
that was before it was born. 

yR, FRAWLEY: Q. And your people in Montreal 
took pains to see that the infant child was never even 
going to be allowed to exist for one moment with the 
right to tax your main line. However, that is the 
Situation, in perpetuity, and I just wanted to call 
your attention to it so that we could examine the 
evils of perpetuity a little more objectively. 

Now, tell me this, please, Mr. RasPorta. 

did your railway apply the westbound Crow rates to 
stations other than the main line stations? 

A. What period are you talking of now, 

Mr. Frawley? 

Q. Would you tell me whether you applied 
it at any time? 

PS They were applied, of course, but the 
westbound commodity rates were reduced in 1898 under 
the terms of the Agreement, and that applied to all 
the stations then on the Canadian Pacific line in 


western Canada. 


(Page 1693 follows. ) 
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ANGUS, STONEHOUSE & CO, LTD, 
TORONTO, ONTARIO 


Edsforth, cr.ex. 1693 
(Frawley) : 


Q. Yes, that is right, that was the original 


situation. 

A. That was the original situation. 

Q. Now; as the years progress -- that was 
question -- did you ever apply those westbound rates 
to stations other than stations that were in existence 
at the time of the commencement of the agreement? 

A. Yes, I believe we did. 

Q. You did that voluntarily? 

A. Yes, that was voluntarily. 

Q. Now, actually, looking at the Manitoba 
Agreement, you extended the eastbound rates right back 
to Calgary on the Canadian Pacific main line? 

A. Yes. We wanted to assist Alberta. 

Q. You wanted to prevent discrimination; 
that is really what you wanted? 

A. I don't know. We wanted to get the 
relationship. 

Q. You wanted to maintain the rates? 

A. Yes. 

Q. So voluntarily you accepted those rates 
which were even more than the Crow's Nest rates as 
the Manitoba Agreement described them, and you 
voluntarily extended those right back to Calgary. 

A. We only did a lot of those things 
because of the Manitoba Agreement, Mr. Frawley. 

Q. But it was voluntarily on your part; 
you were not a party to the Manitoba Agreement? 

ie Yes, that is right. 


Q. But you realized you could not live 
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ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO Edsforth @r.@x, 1694 
(Frawley) 


out there without that? 

A. There was a competitive position out 
there, I agree, and we decided to meet it. 

Q. And you extended it to maintain relation- 
ships to prevent discrimination to help the new country, 
you extended it back to Calgary? 

A. But not in the same measure. 

Q. And then still more as new branch lines 
were built you extended it to new branch lines? 

A. Yes. 

Q. So the whole Canadian Pacific system, 
as it was then, got the benefit of the Manitoba 


rates? 

A. To a greater or lesser degree, that is 
true. That is in Western Canada you are talking 
about? 


Q. Yes, and that was all voluntarily on 
your part? 

Be Yes, that is true. 

Q. Now, I want to discuss with you the im- 
pact of this agreement upon your system, this Crow's 
Nest Pass Agreement as it now operates, and, of 
course, you say and Mr. Sinclair says it is no more 
an agreement. 

A. That is right. 

Q. You say that is right? 

It is no more an agreement. 


Q@. Section 6 says: 


"Notwithstanding anything in subsection 


6 of Section 328 --" 
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ANGUS, STONEHOUSE & CO, LTD. 
TORONTO, ONTARIO 


Edsforth, cr.ex. 169 
(Frawley) | 


Which is the Railway Act of today -- 


"Notwithstanding anything in subsection 
5, rates on grain and flour shall, on or 
from, the 27th day of June, 1925, be governed 
by the provisions of the agreement made pur- 
suant to Chapter five of the Statutes of 
Canada, 1897." 


Now, it goes on, and I will go on, but I will 
stop at the comma after "1897". Now, up to that part 
of the subsection the statute simply said we will 
restore the Agreement of 1897 with regard to the 
original rates. 

A. Yes, but it goes beyond that. 

Q. Of course, certainly, it went on and 
required you to apply the rates to all your stations 
in Western Canada. 

A. That is right. 

Q. And that statute was passed, as you 
have discussed with Mr. Mauro, as a direct result and 
immediate result of the judgment of the Supreme Court 
of Canada which said that your attempt to not apply 
it to all of your system was quite a legal and valid 
thing to do. 

A. Yes, that is so. 

Q. However unacceptable in every other 
respect except legally, the Court did say it was a 
legal thing to do. 

A. Yes. 


Q. And, of course, if you had been alive 
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ANGUS, STONEHOUSE & CO, LTD. 


TORONTO, ONTARIO Edsforth, cr.ex. 1696 
(Frawley) : 


at that time, you will probably agree with me that 
the people who advocated that were just making sure 
that such a statute would be passed. 

A. I was alive at that time. I am not 
that young, I assure you. 

Q. You were not vice-president of Canadian 
Pacific? 

A. No. I was just starting out. 

Q. I suggest to you that the action of 
Canadian Pacific, quite justified as it was at that 
time -- they in their own minds just made sure that 
Parliament would have to intervene and by statute 
apply those rates all over Western Canada to prevent 
the chaos which would have resulted. 

A. Well,Parliament certainly did take that 
action to prevent chaos, but the amendments to the 
statute and the reference to the agreement of 1897 
is only to be descriptive. 

Q. If you had been in those days vice- 
president of traffic for Canadian Pacific, you wouldn't 
have had liked the job of administering freight rate 
structure as it would have been following that judg- 
ment if the statute I have read to you had not been 
passed. 

A. It would have presented a problem, but 
I have them all the time. 

Q. Now, you make the statement at page 
18 of your precis that the railways -- at the end 


of the first paragraph, starting the third last line -- 
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ANGUS, STONEHOUSE & CO, LTD. 
TORONTO, ONTARIO 


Edsforth, cr.ex. 
(Frawley) 


--. With the result that the railways 
and shippers of other commodities have been 


left to carry these additional costs." 


A. Yes, I see that. Yes, Mr. Frawley. 
Q. Now, you indicate in the substantial 


part of that paragraph that that is because you have 


1697 


not been able to put any increases on the export grain 


rates. 
A. That is right. It is the additional 


cost referred, the share of them. 


Q. You have gone to the board recently for 


a series of increases -- and by recently I mean over 
the last 10 years -- for increases in freight rates, 
page 17 of your precis, to furnish you with the funds 
to meet those increased costs. 

A. Yes, to give us increases. 

Q. And that is increases in operating the 
railways in Canada? 

A. Yes, it is. 

Q. You have a very -- I won't say incon- 
sequential, but you haven't a very much mielage 
out of Canada? 

A. We have some mileage in Maine and 
Vermont. 

Q. You were one of the witnesses in the 
Taylor Conciliation proceedings in 1956? 

A. Yes. 

a. And on page 20 you find there even a 


little more specifically the proposition stated that 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


Edsforth, cr.ex. 1698 
(Frawley) 


I am discussing with you, and on page 20, the first 


paragraph, the last sentence, you say: 


"The results of the fixed statutory 
rates on grain and grain products were 
full explained to the conciliation board, 
as well as the increase in competition, 
particularly from motor carriers, and the 
ability of the railways to spread increased 
costs over all freight traffic because 


of the statutory grain rate." 


Ms That is right. 

Q. Now, did you tell Mr. Taylor that you 
had not been able to and, in any event, that you had 
not put the increase of -- that was in 1956, so going 
to your page 17 and looking at those cases that you 
have, going from the bottom up in 1958, there was 
an increase of 17 per cent? 

A. Yes. 

Q. You were not able to put that on 
the international and related rates? 

Ay No, only to the extent of border com- 
binations. We explained that to Mr. Taylor and we 
explained we got increased rates to carry the costs. 

| Q. And did that apply to the 9 per cent? 

A. Yes. ai don't know that I went over 
all these cases. 

Q. Te fact is that starting with the 
last increase and going up, the increase of November 


1st, 1958, you neither can, nor have you attempted to; 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO Edsforth, Ccr.ex. 1699 
(Frawley) 


ona 


put any part of this increase on the international 
and related rates. 

A. No, but that traffic does carry its 
own increases. 

Q. The 17 per cent that you got on December 
1st, 1958, and the 11 per cent on January lst, 1957, 
were to take care of increased Canadian costs. 

A. Yes. But a greater increase would have 
been necessary if we hadn't been able to get our increase 
rates on international and overhead and import and 
export traffic. 

Q. Did you tell the taylor Board -- that 
was in 1956, so you couldn't have told them anything 
about the 17 per cent and the 11 per cent increase? 

A. No. 

Q. Did you tell the Board of the rapidly 
increasing volume of agreed charges which could not 
take increases except where there were escalator 
clauses. 

Q. We told the Taylor Board we had to 
make increased charges, and as to getting increases, 

I don 't recall that we couldn't get them except 
by escalator clauses. If I did so, that wouldn't 
be a fact. We get increases through negotiations. 

Q. Would you tell me this, looking at 
page 17 -- and if you can't answer me now I would be 
very glad to have you answer me later or file a state- 
ment -- would you tell me, looking at those exhibits -- 
and you can work either down from April 8th, 1948, 


jor up from December 1, 1958 -- which of those increases 
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ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO Edsforth, GF .@x 4 1700 
—— (Frawley) : 


hn 


that are specified, 21 per cent, 20 per cent, 17 
per cent, 9 per cent, 7 per cent, 11 per cent and 
17 per cent, you have actually put upon your agreed 
charges? 

| Ne You mean in total or in part? 

Q. No, I just want to know in how many 
agreed charges have you put the 17 per cent increase? 

Ay I think I have a figure for that. Those 
are the ones with the automatic escalator clause, and 
I think we have 12. We got it automatically, and then 
we have increases in individual ones. I have here 
page after page of them. It is the increase we 
could get, whatever we could get. 

Q. You are telling me that you are constantly 
endeavouring to re-negotiate your agreed charges and 
get the rates up? 

A. Yes. 

Q. Iam talking about the oneg with the 
Board authorized increases, and you tell me there 
are 12 agreed charges where you put on that 17 per 
cent increase? 

A. Automatically. 

Q. It went on, automatic or otherwise, and 
you are enjoying the 17 per cent increase in le 
agreed charges? 

A. Yes. Of course, plus any that come 
in under the modified escalator clause, which you 
know is slightly different in its wording, and that 


takes effect later on. 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO Edsforth, cr.ex. 1701 
(Frawley) . 
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Q. It is quite different, and the escalator 
clause, the modified escalator clause, as you have 


called it, simply says: 


"If any general increase in freight 
rates be authorized by the Board of 
Transport Commissioners for Canada, the 
Agreed Charge set out in the paragraph 
'D' of this Agreement shall be in- 
creased in the same proportion, except 
that no increase shall be made until the 
agreement has been in effect for a period 


of one year." 


1 A period of one years 

Q. A period of one year? 

A. Yes. 

Q. And, of course, by that time the agree- 
ment might have been cancelled and -- 

A. It may be, but actually that increase 
has gone on quite a few with escalator clauses. 

Q. The next increase is the ll per cent 
which became effective on January lst, 1957. Would 
you tell me on how many agreed charges you were able 
to put that percentage increase? 

| A. I would have to get that for you. 
Q. Would you do the same with respect to 


all of the various increases, starting with the 8th 


of April, 1948. 
A. And in relation to the number of 


agreed charges that were in effect at that time. Of 
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course, you will understand that a lot of the agreed 
charges made this year or last year have taken place 

on commodities right from the beginning. Nevertheless, 
that traffic has borne increases right along. 

Q. You are, I am absolutely sure, endeavourin 
to minimize the effect of what went into your exhibit 
in the 17 per cent case which appeared on page 29 
of the decision of the Board, dated November LT oR, 

1958, in which you stated that you expected to get, 
percentagewise, one and three-quarter per cent of the 
19 per cent that you were seeking, but you expected 
to get one and three-quarter per cent of that from 
agreed charges. 

A. That is what we expected to get, but 
I am quite certain in the evidence we expected to 
get more than that by re-negotiating on agreed 


charges. 


(Page 1705 follows) 
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Q. That is right. Now, when you went 
before the Taylor Board discussing the amendment did 
you tell the railways -- did you tell the Board you 
were facing the branch line deficits? 

i. I do not recall that I did -- I certainly 
did not. 

Q. Has the C.P. any deficits in branch 
lines that operate unprofitably? 

A. Yes, we have a few in western Canada 
and we have some applications in at this stage. 

Q. Now, the applications are for the 
purpose of probably abandoning some of these branch 
tines? 

A. Yes, that is right. 

Q. And to get rid of the deficit position 

‘that they represent? 

A. - Yes, that is right. 

Q. But as of now and as of the 31st of 
December ,1959, you certainly will have a deficit 
position from the operation of branch lines in 
western Canada? 

A. I do not know what it will be. I 
have no idea. 

(Q.. ‘I wasimot asking what it would be. 
I say you have deficits on branch lines? 

A. Some of these branch lines will not 
be earning their proper revenue. 

Q. How about in central Canada, you have 


some of the same kind? 


A. At the moment I cannot recall any. 
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Q. Having said that, and I will accept 
the result, would you mind making a careful analysis, 
as careful as you can, to let me know whether or not 
the whole of what we know as central Canada, you 
might call it Ontario and Quebec, you have not one 
single branch iine which is in a deficit position? 

MR. SINCLAIR: I think this same question was 
put only even broader lines in the letter of Mr. 
Frawley's of November 27th to which, on behalf of C.P. 
certain objections were taken and we are awaiting a 
gcision from the Commission ‘on that. 

THE ACTING CHAIRMAN: Perhaps you could 
withhold that question, Mr. Frawley. 

MR. SINCLAIR: Mr. Frawley must have over- 
looked that. 

MR. FRAWLEY: I am overlooking it, and I 
will be glad to overlook it. I am hopeful now that 
I am going to get a good answer to that question. 

MR. SINCLAIR: I hope you do. It is just 
like the man who looked for justice and got it and 
wished he had never asked for it. 

MR. FRAWLEY: Q. Now, Mr. Edsforth, 
what really is the problem of the C.P.R. is the fact 
that they have lost a great deal of remunerative 
traffic to highway transport. 

A. That is one of our problems, certainly. 

Q. . Can you point to any greater problem 
that the C..P. has traffic-wise than the fact that 
they have lost so much to the trucks? 

A. I certainly think the problem of 
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statutory rates is one which is in part responsible 
for the fact we have lost --- 

Q. Well, now --- 

MR. SINCLAIR: Let him finish. I am sure he 
is trying to be helpful to you. 

‘MR. FRAWLEY: Yes, he is trying to be helpful 
to me, I am sure of that. 

| Q. Did you have something to add Mr. 

Sinclair would like you to add something. 

MR. SINCLAIR: You are both talking at once. 

THE WITNESS: I was trying to answer and 
you did not hear me. All I say is that the problem of 
the statutory rates is, in my opinion, a greater one and 
it is contributory to our other problem of motor truck 
highway competition. 

MR. FRAWLEY: Q. This is what you are 
interested in, the business of dollars is what you 
are interested in? 

A. Yes, the revenue is what we have to 
have. 

Q. You are seeking to amend the agree- 
ment of 1897 to add something, namely the amendment 
to give you more money, to double the rates? 

MR. SINCLAIR: Mr. Chairman, I think it 
is improper for my friend to put a question like 
that when he knows that the Agreement of 1897 was 
varied by the Government of Canada in 1925, and I 
take it it is an improper question in view of the 
finding of the Turgeon Commission in that regard 


that it was put an end to. 
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Go ahead, Mr.Frawley. 


You are endeavouring 


THE ACTING CHAIRMAN: 


MR. FRAWLEY: Q. 
to obtain from the Government of Canada a sufficiently 
great amount of money that will double the per ton- 
mile revenue that you get from moving grain to export 


positions in western Canada? 
We are endeavouring to get a base on 


A. 
rates on grain moving to the Lakehead and other ex- 


port positions that will pay its proper share of costs. 
As a matter of fact, you are endeavour- 


Q. 
ing to get full cost for the purpose of moving your 


grain? 
A. We should. 
Q. Your agreement says you think you should? 


A. 


Because the traffic is basic to the 
plant; you cannot cost traffic which is basic to the 


plant. on an incremental basis or anything like that. 
So you are now asking, however, short 


Q. 
you are getting on full cost on other traffic, you 


want full cost to move the grain to export posi- 


tions in western Canada? 
Yes, because I say it is basic 


A. 
traffic to plant -- the plant was more or less 
created for it; it is basic to the whole plant. 


Let us compare dollar-wise the 


Q. 
deficiency of your grain handling operation and 


the deficiency of operating with the trucks 


having taken business away from you? 
Perhaps we will have 


MR. SINCLAIR: 
to discuss that tomorrow if we are going to stop 


at four o'clock. 
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THE ACTING CHAIRMAN: Perhaps if Mr. 
Edsforth would give his mind to that tonight we can 
come to that question tomorrow. 

MR. COOPER: Before we adjourn I think Mr. 
Edsforth wanted to correct one answer which he gave 
in answer to a question of mine this morning. This is 
a small matter but Mr. Edsforth is anxious to have the 
record accurate. 

MR. EDSFORTH: Thank you. In answer to a 
question asked me this morning dealing with the grain 
erop in 1958 I stated it was 829 million bushels and 
you asked me how much of that was shipped. I gave 
the answer as 373,443,060 bushels. Inadvertently 
I left the impression that that was all grain, but 
the figures of the bushels shipped were for wheat 
alone. I just wanted to make that clear. 

THE ACTING CHAIRMAN: We will not be 
sitting here tomorrow morning so when we adjourn 
we will adjourn until two o'clock tomorrow after- 
noon. This court room is going to be used tomorrow 
morning by the Board of Transport. 

MR. SINCLAIR: Before we adjourn, and 
I think my friends would find this of assistance 
to be told which memorandum will next be dealt with 
by the railways, and if it would help them in that 
regard I want to say I do not know how long Mr. 
Edsforth's cross-examination is going to take, but 
it was our plan to call as the next witness Mr. 

Reid who will deal with the memorandum regarding 
grants and obligations with respect to the con- 


struction of the Crow's Nest line. Now, 


- 
ad - . ' i : 

Noes s timate , I 4 

Te Vteeey ‘ 
- 
A 
; - ° 

«7 


TA AUT ' 


5 
‘ 
i ; a | ’ e s | i’ © 
’ ws ld @ thes 
~~ 
B ¢t waa & 
; 
' ¢. 
Tisna s 


5 rm? ? 
4 
: 
M 
1 
, : ead 
: 
: 
; 
j 
“ ° 
: 
. ? i- - f ‘ 
| ¢ 4 £ * 
: 
; 
j 
‘ sid U 
: 
’ _ 
i 
: 
: 
: 
é 
t 
a So 
ii hs vse 
' 
5 J { 
. ; 72 @' age 
{ 
_ v8 , 
. . 
; i pike 4 Sw Offw bist 
¥ 
aun 0 - 
} ee 3 at tds & ond ae ue 


\ 
| / J iJ — »' wor o> 26 ooksuerts: ’ 
I. Wy ms 1 eae 


ANGUS, STONEHOUSE & CO. LTD. 


TORONTO, ONTARIO Edsforth ; er- ex 1710 


because of certain commitments of another witness it 
may not be possible for us to follow that plan, It 
depends on timing because of this witness! other com- 
mitments, and so as an extra bonus to my friends so 
they will not have to worry about this too much and 
they can start within five minutes, they should then 
| look at the memorandum regarding costs on capital 
because it might be that the effective time might 
require that that witness be called in ahead of 
Mr, Reid. This all bears on how we are pro- 
ceeding. 
MR. FRAWLEY: Let us be very clear about 
L&s Perhaps it is as good a time as any now to 
mention something else. I propose not to cross- 
examine on the cost of capital at all because it is 
all in my friend's cost study. I would have some 
objection to it in any event. In my opinion my 
friend is trying to do violence to the Board of 
Transport Commissioners, that this Commission 
should recommend their rates go on a rate basis 
and rate of return. Perhaps we should declare our- 
selves now. I propose to make an application just 
as soon as Mr. Reid takes the box, or whoever the 
man is --- 
MR. SINCLAIR: It is Charles W. Smith, 


an old friend of yours. 
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MR. FRAWLEY: Well, well, well. As far 
as I am concerned Mr. C. W. Smith will be given evidence 
with respect to the costing of grain in Western 
Canada and I hope to avail myself of the kind tele- 
gram which I got from Mr. Anderson that said when 
we got to the question of costing we could apply 
for an adjournment of our cross-examination. 

MR. SINCLAIR: My instructions are that I 
must oppose any application that is made. Apparently 
Mr. Frawley is now giving me notice that at some 
time he will make it and in accordance with my in- 
structions I will deal with it at that time. However, 
it is after 4 o'clock now. I am glad he has declared 
himself. He says "we" and I do not know if it is 
the editorial "we" or speaking on behalf of others. 

THE ACTING CHAIRMAN: That includes Mr. 
Mauro? 

MR. MAURO: Yes. 

THE ACTING CHAIRMAN: Mr. .MacKimmie? 

MR. MacKIMMIE: Yes. 

THE ACTING CHAIRMAN: Mr. Dickson? 

MR. DICKSON: Yes. 

MR. SINCLAIR: These powerful interests 
are still together. We have notice of that and at 
the appropriate time we will argue it. In any event, 
in accordance with my instructions I am presenting 
witnesses to put in his evidence in chief and I 
will certainly, and I give notice to my friends, 
that if and when their motion is made and they 


-——| may reconsider that if and when 4t is made we will 
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object to handing down any of the witnesses that we 
have proposed to call. Furthermore, Mr. Anderson 
was good enough to send to me a copy of the reply 
that was given and I am afraid that Mr. Frawley 
and I are going to have to argue the interpretation of 
an official document from this Commission. 

THE ACTING CHAIRMAN: We will adjourn now unti 


2 o'clock tomorrow afternoon. 


--- Whereupon the hearing adjourned at 4.05 o'clock 
to resume at 2 p.m. Tuesday, December 8, 1959. 
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ROYAL COMMISSION ON TRANSPORTATION 


Proceedings of hearings held in the 
Court Room, Board of Transport Com- 
missioners Offices, Ottawa, Ontario, 
on the 8th day of December, 1959. 
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Mr. H. Anscomb Member 
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Mr. H. Mann Member 
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Mr. A. G. Cooper, Q.C. 


Mr. G. S. Cumming 


Mr. H. W. Ellicott Advisor 
Mr. F. W. Anderson Secretary 
Major N. Lafrance Assistant Secretary 


In the absence of The Honourable Mr. 
C. P. MceTague, Q.C.; Mr. M. A. 
MacPherson, Q.C-; presided. 
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Ottawa, Ontario, 
Tuesday, 
December 8, 1959 


--- On resuming at 2.00 p.m. 


THE ACTING CHAIRMAN: Will you come to 
order, please, gentlemen. I will ask Mr. Cooper 
to read first a couple of rulings of the Board. 

MR. COOPER: The first ruling, Mr. Chairman, 
is as follows: 

On Friday last at page 1292 of the record 
Mr. Sinclair suggested that there be an interim 
report of this Commission on what he termed "this 
Significant grain issue". The Commission has con- 
sidered this suggestion and unanimously rules that 
its conception of its duty under its terms of 
reference is that no interim report on this segment 
of the Transportation Economy should be issued, 
but that its report when made should cover a much 
broader area. The Order in Council requires 
"a comprehensive and careful enquiry into problems 
relating to railway transportation in Canada and 
the possibility of removing or alleviating in- 
equities in the freight rates structure". 

That is the first of the rulings, Mr. 
Chairman. The second is: 

At the preliminary organizational meeting 
of the Commission held in Ottawa on September 17th 
and 18th last, the Commission made a ruling with 
regard to the admissibility of evidence on general 
labour relations and alleged restrictive labour 


practices. This ruling was as follows: 
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"In connection with the submissions 
received yesterday in regard to the Commission 
admitting evidence on general labour relations 
and alleged restrictive practices we all 
are of the opinion that in view of the fact 
that these relations are governed by vol- 
untary collective agreements and that there 
exists legislative machinery for dealing 
with the collective bargaining process, 
and that the Canadian Labour Relations 
Board has jurisdiction in some of the 
matters, and that the Department of Labour 
is presently inquiring into some of these 
matters in connection with suggested amend- 
ments to the Industrial Disputes Investi- 
gation Act, such evidence is not admissible, 
and we so rule. This ruling is subject, 
however, to proof or evidence of conditions 
walek are contemplated in specific 
sections of the Railway Act or in the 
Canadian National-Canadian Pacific Act, 
or the Transport Act, mostly in regard to 
separation and that sort of thing. That 
may prove to be 4 relevant part of labour 
here, but we do not know. However, at this 
time we are accepting that as a general 


rule". 


Representations on the question of the ad- 
missibility of evidence on labour costs were made 


to the Commission at its sittings held on Saturday, 
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December 5th last, Mr. Blair, Mr. MacKimmie and 

Mr. Mauro on behalf of their respective clients, and 
the question thereupon arose as to whether the 
matter was covered by the ruling previously made. 

The Commission has carefully considered 
the representations made by Counsel and as well 
what was said with respect thereto by Counsel for 
the Railways (C.P.R. and C.N.R.) and has decided that 
the ruling made on September 18th last should stand 
without alteration or amendment. 

However, as there appears to be some un- 
certainty as to the ambit and effect of the ruling 
of September 18th last the Commission considers 
that it would be of assistance to all concerned to 
issue a further ruling supplemental thereto in 


the following terms: 


"The Commission will not admit 
evidence which directly relates to 
matters within the field of labour- 
management relations and which form 
part of the collective bargaining pro- 
cess between the railways and the rep- 


resentatives of their labour forces." 


The Commission wishes to add that it recog- 
nizes that evidence sought to be adduced may involve 
or affect the relationship of labour to the rail- 
ways without falling within the ruling of 
September 18th last and the supplemental ruling 


just given but the determination of such a question 
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in any particular instance must be determined by the 
Commission when such evidence is tendered. 

The Commission considers, however, that 
this supplemental ruling will give sufficient guidance 
to Counsel to enable them to advise their clients 
on this question. 

THE ACTING CHAIRMAN: Gentlemen, just before 
we adjourned yesterday a question came up as to the 
evidence of Mr. Smith. 

MR. SINCLAIR: I must say, Mr. Chairman, 
that I have made certain changes, and I am not now 
proposing to call Mr. Smith as my next witness. #8 
indicated that my next witness might be Mr. Reid or 
Mr. Smith, but my next witness will be Mr. Reid. 

THE ACTING CHAIRMAN: Just to have the 
record clear, Mr. Sinclair, do I understand the precis 
of evidence which we had as being a submission in 
favour of a recommendation of a method of fixing 
a Peril ssive level of rates by the Board of Trans- 
port Commissioners be changed -- 

MR. SINCLAIR: No. 

THE ACTING CHAIRMAN: There is no sug- 
gestion that there be involved a trial within a 
trial? 

| MR. SINCLAIR: No, sir, none whatever. 

THE ACTING CHAIRMAN: Thank you very much, 

MR. FRAWLEY: Of course, I completely dis- 
agree with my friend, and so that it be on the record 
I will say that that is just nothing but an attempt 


to cost grain moving to export positions in Western 
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Canada using a rate of return on the investment. That, 
to me, is getting back to a rate basis and rate of 
return that was rejected. My friend has a lot of 
things to say to the contrary, and that will be dis- 
cussed. 

THE ACTING CHAIRMAN: Yes, when you introduce 
the evidence we will hear the argument, but for the 
purposes of the record I want it to be clear that we 
are not having a trial within a trial. 

MR. SINCLAIR: That is quite right. 

THE ACTING CHAIRMAN: Mr. Frawley? 


CROSS-EXAMINATION BY MR. FRAWLEY (Continued): 


Q. When we adjourned yesterday, Mr. 
Edsforth, I was endeavouring to compare dollarwise 
the deficiencies on your grain handling operation and 
what I called in that question on page 1708 the 
deficiency of operating with the trucks having taken 
business away from you? 

A. Yes, Mr. Frawley. 

Q. That is what I wanted to continue with 
today, Mr. Edsforth. 

A. Yes. 

Q. I would like to read from page 252 of 
the report of the Turgeon Royal Commission. This 
Passage was read before, but it is a very short passage. 


It is on page 252 and reads as follows: 


"Mme Railway Association of Canada 


estimates that the railways are losing at 


| «nah ‘trinthaiat. 83 ne cites 4 adem 
. to 60a: Gas Slaad »/a2 0% don oa 
1eS0d Gcted dante? ost band oeten 
ies Liaw deag tos vcrestinen gilt 9 eam 


| “be SONI HOC, sete _ase AAS ONTOS SEP ae 
rr ae \tevaiharac & ods semi Sibw ow porshtre 
oe 2iie-Ghelo od: ‘cd. 2k Sue Zz pioneer ed? 30.60 
faite s otdelw. lates 4 gatead. Jes 

“gle etlup Of cod?  cLAIORIe Cae 
Fculeen <M, CAAMIAMA DIE TOA sie 


f 


nus 1000) SWAT 0k Ye KOT RaiiE 


et iy ee me os 


’ 


at) YTeir ws BBE sui VOL oS ow nece i 


Vhris Low eteqmoo oS yalswovpebuse aka EL \sttae 
finite ° gel Coasd slarey trey ac aslntetohied 
ay OTL. ee. it melieadp gad’ &t ‘beliap IZ 
“Wiih? arith osouett ocd atte gatdercce Io wOMenel 


TROY 2091. Yawe Som 
weiner! a eet LA 
“lito «2. bate T Jad ai tage 

ei -Msrotsnd 19 , 

. ee 

‘vy Mon! heli at saltt hive T° 4.6 
? uigvewo) Leet tind ads 50 tteqes 
(eheecn, tate eeev, a ef Fh. tud aed bas a 
(MWwolle® on thaws bare all ran no - 


ie a | = 


whreee Na , tnt wnaatc aa rt q 
‘8 30300) ome stotes on? Aas? Sedmntanar. yy) 


eo 
_ 


TORONTO, ONTARIO (Frawley) 


"least $50 million annually as a direct 
result of the competitive rates which 
they put into effect in order to meet 


truck competition." 


Mr. Gordon was asked about that, and he said 
at page 1340 in answer to my friend, Mr. MacKimmie -- 
Mr. Gordon accepted that statement because he 
recognized it as an official statement by the Rail- 
way Association of Canada, and then having said 


that he said: 


"That being the case, I would 


accept the figure." 


A. Yes. 


Q. And then Mr. MacKimmie went on and 


said: 


"So since then you have been losing 


more? It is greater now?” 
And Mr. Gordon said: 
"T would think so, yes." 


You would be in agreement with Mr. Gordon, 
Mr. Edsforth? 

A; Well, Mr. Frawley, in all depends on 
how you consider the term "losing revenue", What 
is meant by that statement of the Railway Associ- 
ation, sir, in my opinion, is that that was the 


revenue that might have been obtained from certain 
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traffic but for the fact that rates had to be reduced, 
but it does not mean that they were losing money 
on that traffic. They were not losing money. 

Q. No, it means -- when you are carrying 
traffic today and one of Mr. Hume's clients starts 
to carry it you immediately lose that traffic? 

A. Yes. 

Q. And you lose the money you would have 
got from that traffic? 

A. You lose the revenue from that traffic 
also, Mr. Frawley. When you reduce rates you get 
less revenue from the traffic, but you do not lose 
money in the sense of the words "losing money" unless 
you go below your cost. 

Q. Of course, I am not going to argue 
what the Railway Association meant. Perhaps if we 
did a little bit more research we could dig up 
what the Railway Association said, because you are 
now endeavouring to put your own complexion on 
it that unless it is below bare out of pocket cost 
you are not losing money. Is that the interpretation? 

A. The only interpretation I put on this, 
Mr. Frawley, is that there were $50 million of 
revenue that the railways had not been able to 
earn because of competition, but it does not mean 
they lost it in the sense of the words that it was 
an out of pocket loss. 

Q. Here is how you lost it; I will put 


it to you again that if you are handling a certain 
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piece of business and one of the trucking companies 
takes it from you and handles it, then from tomorrow 
onwards you have lost what you are earning today? 

As That is quite true, Mr. Frawley. 

Q. All right. Have you any estimate 
now as to what that figure of $50 million might be, 
say, for 1958, because you will remember that that 
was a 1950 figure, or it was a figure that was put 
in in 1950 when that page of the Turgeon Royal 
Commission's report was written. 

A. No, Mr. Frawley, I have no estimate 
at all of what revenue we might be earning but for 
motor truck competition. 

@. Do you think it would be twice $50 
million? 

A. I could not say. 

Q. Truck registrations are up enormously 
since 1950? 

A. That is so. 

Q. Yes, and that is so in every province 
in Canada? 


A. Yes. 

Q. And there is no doubt about it that 
with the rise in truck registrations and the rise in 
costs, and all the other methods you have of measuring 
it, the force of competition is still very serious? 

A. The force of competition is a very 
Serious matter. 

Q. And when the trans-Canada highway is 


built and operating as a single unit the situation 
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will be even more detrimental so far as the railways 
are concerned? 

A» It may well be. We shall have to 
wait and see. 

Q. You will recall the statement made 
by Mr. George Walker before the Turgeon Royal 
Commission in which he discussed some of the possi- 
bilities of the building of the trans-Canada highway? 

A. I do not remember them distinctly, 
Mr. Frawley. 

Q. Well, the more that the highway in- 
dustry is facilitated by good highways and more reci- 
procity on load weights, the more those things 
develop then the more strong and forcible becomes 
the competition? 

A. Yes, and the more our rates have to 
be increased to meet increased costs when all the 
traffic does not take part of it. 

Q. And the worse it gets for the segment 
of the traffic that you are always able to increase. 

A. And the other traffic as well -- the 


traffic that is competitive with the trucks, too. 


By exempting the Crow's Nest rates the rates obviously 


become higher on the other traffic and that makes it 
that much more vulnerable to truck competition. 


Q. It is a serious situation. 1, Mike 


17 


not say it is a hopeless situation, but it is a trouble- 


some and frustrating situation in any way you look 


at it. Let me put it to you what Mr. Gordon said 


at page 1378 of Volume 11: 
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" 


-.-. the railways develop the country 
and get into remote areas and the community 
builds up and roads are established and 
alternative routes are established and there 


is not enough left for the railways." 


And that is the way it goes, Mr. Edsforth? 
A. In some instances it does, Mr. Frawley, 
but that is not a general condition. We are still 
in there handling traffic, and we expect to be. 
Q. Now, as against the situation that 
you are faced with by truck competition on the 
one side let me have you take a look at what you are 
losing on export grain. There we have the figures, 
of course, very handy, and they are all nicely 
collected in the joint submission at page 10 -- 
no, it is the Canadian Pacific submission at page 
LO. I just want to pick two figures out of that -- 
A. I am sorry, Mr. Frawley -- 


(Page 1727 follows) 
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Q. I said the joint submission, but it 
is really your own submission, the Canadian Pacific 
submission and it is at page 10, and there the correct 
figures show that vis a vis the variable costs, you 
are losing $17 million in 1958? 

A. Yes. 

Q And we can use just perhaps colloquially 
-- bare out-of-pocket is synonymous more or less with 
variable? 

A. I don't know whether it is entirely 
synonymous. 

. Q. No, that is perhaps why these experts 
have got away now and are using variable rather than 
bare out-of-pocket? 

A. I don't know; they have reasons for 
the terms that they use. 

Q. I think as against total cost your loss 
in 1958 was $35 5300 ,000? 

A. Yes, Fat is the extent to which that 
traffic was not improving its costs. 

Q Its full costs? 

A Its costs. 

Q. Its full costs, using 643 per cent 
rate of return on investment? 


Ae The cost however determined, Mr. 


Frawley. 


Q. Well, I couldn't take you for a moment 
to indicate costing procedure, but if that is the 
figure that they used, then you are sure of full 


costs and in those full costs you have used, as I 
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understand it, 63 per cent rate of return on the in- 
vestment used in what they call the stucy traffic. 
Now, will you look at the Judgment for the 
27th of December, the Board's Judgment for the 27th 
of December, 1957, because I want to call your attention 
to a passage there? 
A. Yes, December 27th, 1957. 
Q. It is page 28 of the pamphlet copy that 
pe have. 
A. I think that is what I have, too. 


Q. It is page 28 and it is the Judgment of 
the 27th of December, 1957? 


A. Yes, 

Q. Now, you will see there that they have 
taken the figures -- I have some copies of that Judgment 
and probably the Commissioners would like to see them -- 

it. might be more helpful if we have those figures there. 

THE ACTING CHAIRMAN: What is the page? 

MR. FRAWLEY: Page 28, and I would like to 
add two columns, and if I have to seek the leave of 
my friend, I suppose it will be freely granted. 
| MR, SINCLAIR: Not before I find out what 
he wants to ask. 

THE ACTING CHAIRMAN: You are not taking a 
pig in a poke? 

MR. SINCLAIR: No, sir, and when Mr.Frawley 
wants to change the Judgment. 

MR. FRAWLEY: Q. You see, the columns run 
out in 1956, and I have the 1957 and the 1958 figures; 


1957 figures were supplied to the Board in the 19 per 
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cent Case by a letter from Canadian National counsel 
dated the 14th October, 1958, and perhaps with that 
authority my friend will let me ask the Commissioners 
to write in the percentages for 1957. 

The first item, traffic at class rates, 9.4 
per cent; traffic at non-competitive rates, 41.4; traffi 
at statutory grain rates, 9.9; traffic at competitive 
rates, 20.5; traffic at agreed charges, 12.3; traffic 
at combination rates, 1.5; traffic in mixed carloads, 
ees 

A. Those are 1957? 

Q. 1957. Then I have 1958, and all I can 
Say about that is that they were delivered to me by the 
Economics and Accounting Branch of the Board of 
Transport Commissioners not too long ago. 

The 1958 traffic at class rates, 8.2; traffic 
at non-competitive commodity rates, 37.3; traffic at 
statutory grain rates, 10.5; traffic at competitive 
rates, 23.1; traffic at agreed charges, 13.8; traffic 
at combination rates, 1.9; traffic in mixed carloads, 
Dac. 

Mr. Edsforth, have you any estimate figures 
for 1959 or the first six months of 1959? 

ie No, I haven't, Mr. Frawley. 

Q. And these,of course, are waybill 
figures? 

A. Waybill Analysis figures, yes. 

Q. I thought you might have some independent 


ones of your own, but you haven't? 


A. No, I haven't yet, Mr. Frawley. 
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Q. I suggest, perhaps, it is fair to say, 
looking at the figures, it is fair to say that the in- 
crease in the percentage of traffic moving on com- 
petitive rates and on agreed charges, is a measure of 
the vitality of the present competition? 

A. This is revenue, is it not, Mr. Frawley? 

Q. Yes, revenue. 

A. And it could or it could not indicate 
that we are getting a little better rates due to in- 
creases which we have got. 

Q. I am just endeavouring to make some 
comparison of the importance to you in your review 
of the deficiency in the export grain rates. I 
suppose, Mr. Edsforth, if it were possible for you 
to get back all of the traffic that you have lost to 
trucks, all of it, that you really wouldn't regard 
your deficiency on export grain rate as being very 

' important? 

A. Well, why not, Mr. Frawley? I don't 
see any reason why we shouldn't. 

} Q. Just as a matter of comparison, as a 
matter of proportion, if you could get back into rail 
revenue, something of the order of between fifty 
and one hundred million dollars annually, what would 
you care about losing $35 million on the export 
grain rates and keeping the people of western Canada 
from being stirred up? 

A. Well --- 

Q. I am quite serious about it. I surely 


haven't got to argue with Mr. Sinclair on this. 


ans rn 
ry — 
7 2 7 
5 76 
~ 
ows i 
“—anve 2 9 Si ial 
a4 Pw? 4 
’ rset ots Ja Mist 
¢ 


Meee 
moe sis sl - @peete 


(n f wet evielsaa 


i‘. tsosiv et? 


4 
t . 4 rs 
} +é 
a ’ 4 FE 
LSD { 
e 
i bes 
a> ‘ 
» 
i { 
yt 
, a 
al j 
“ 
‘ 
“ e 
; ig 
ef 7 
tT 3 t Jts 
i wii ari le) 
: Suso 
coo roves. J 
ie. he 2 Ue < é 
4 a 
i nied 
y 4 


4 * - y 
tj gia, I -*) 


bw @gits of Sag. 2 novad 
a 


ANGUS, STONEHOUSE & co. LTD. Edsforth, cr- ex 1731 
TORONTO, ONTARIO (Frawley) 


MR. SINCLAIR: What about the people of 
eastern Canada being stirred up? 

THE WITNESS: Mr. Frawley, I think that in 
my opinion no matter what the situation might be as you 
portray it, I still think the traffic should pay its 
proper cost of handling. 

MR. FRAWLEY: Q. Iam just endeavouring 
to inject a sense of proportion, and I say that your 
real problem -- the situation which you have been forced 
into by virtue of the unrelenting truck competition you 
have had to face in the last ten years -- is more 
important than what you are losing, if you are losing 
anything, on the grain rates? 

Ae Thirty-five million dollars, that is 
important at any time. 

Q. So is $75 million or $100 million? 

A. Yes, but they are still important 
figures. 

Q. Now, I will let you have some idea of 
what the situation is today as compared to what it 
was when you were before the Board the last time in 
the 19 per cent Case, or the 17 per cent Case, as it 
turned out to be. Now, I would like to show you a 
statement, Mr. Edsforth, which you will recognize 
from the note up in the top right-hand corner as 
being merely a reproduction of your Exhibit 58-22 in 
that case? 


Be It is the exhibit Il introduced, I 


think, Mr. Frawley. 
Q. And just to explain it in fairness to 
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you, your Exhibit 58-22 -- all that has been done is 
to telescope the coal and coke figures and to add some 
percentages; when you look at it that is about all that 
has happened to it? 
A. There are two columns of percentages 
that have been added to my exhibit, column 3 and 
column 6. | 
MR. FRAWLEY: I am very sorry I haven't 
got a full complement of these figures. 
THE ACTING CHAIRMAN: Are you filing that? 
MR. FRAWLEY: Yes, I want to file that, 
and I will get the stencil to reproduce some more 
figures. 
MR. COOPER: That will be Exhibit 52. 
~--EXHIBIT NO. 52: Estimated results of a 
general freight rate in- 
crease of 19 per cent 
Canadian Pacific Railway 
related to Exhibit 58-22 
on page 30 of the Board of 
Transport Commissioners' 
Judgment dated November 17, 
1958 (17 per cent Case). 
MR. FRAWLEY: Q. Now, Mr. Edsforth, I 
Just want the best opinion you can give me; if you 
went before the Transport Board today, say that you 
went’ before the Transport Board on your pending 123, 
12 per cent application, I put it to you that the 
32.03 per cent -- you see that percentage as being 
the percentage opposite item 6, all other freight 
traffic? 
A. Yes, I see it. 
Q. Which constituted 32.03 per cent of 
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the total estimated revenue for that period that you 
selected, and I put it to you that that 32.03 per cent 
would be less? 

A. All other freight traffic? Percentage- 
wise, Mr, Frawley? 

Q. Just as you look at the whole exhibit. 

A. I am trying to think whether it would be 
less or not. I can't say. I don't think it BRS be 
naterially different, it all depends on how the other 
components move around, you know, how much percentage 
there is from the grain and how much from the inter- 
national and how much from coal and coke. 

Q. You can look at the percentages read 
into the record from 1958, and that indicates your 
agreed charges percentages revenue is up. 

Be Yes, that is right. 

Qe. And your competitive rate is up? 

A. Mae | 

@. And as that goes up the shrinkage 
goes on as against item 6, all other freight traffic? 


A. That is so, Mr. Frawley, but you are 


' talking about this year, and, of course, we haven't 


got the percentages for this year. 

Q. That is right, you haven't got them, 
so the best I can get is the opinion of the most 
knowledgeable man in the C.P.R. on the subject. I 
am just wondering, as you sit in your office in 
Montreal and survey the situation, I put it to you 
that all other freight traffic is shrinking, con- 


stantly, inexorably, shrinking? 


a ee vesanteue atet 


a9, TS ERLE taut dads veg geek Mey Bee 
i jades')] 


Ac? Cig 


Tai Tins? dieters wate ELA pk 


40 "Oot Sh 2Z® wor 26 pelvehrow J Gath» 


art 


ig Nool 
Gr) ete TEAS 63 


tase! ad 


Tyaiuant We 
MOQ as Pau. | »0, 
S0iQU7 wa Tt A 


J'veh ft ‘E46 2 @e0 I Jon 30 
ateeqeh Lis 2 » Sete lh wiles 

worl ,~Warbl “og . bates even ede 

wat. MOH for fLeT ad3 aor @f ot 
nis LOS? Sos) fogm wod bus Jess 

Le] J4 deal nao way 7” 

i Shee Sag . CORY apa besos ond 


suf I 


Solari tea ef4 yarns tant a 
WIGhAGe HL OFT erd Pig lesd veda f Las 
artvalgde «yidesogen) . 


1W8v 99 RORSIN Sse Bakara mon 


far 4h, Sana aay A 

FLIGUROD They bith ob? 

seY hy 

O02 vtaae en Bek 5 
ile ..d m2! Jentess 42 40 

% im .Oe af gar = | 

. ce TORY Oley 2yote meee 

Sey, S107 962 eepstneoneq, afd 


(rail sity 


FHELS GL MERE» AD 
se noLahep ef? al deg gag 7 sesd add 
oF 29 AT. ond RR man, o fdeegbed 


ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


Edsforth, cr-ex 1734 
(Frawley) 


A It is, Mr. Frawley. 

Q. Another way of describing that all other 
freight traffic is class rates and non-competitive 
commodity rates? 

A. Yes. 

Q. But, as a matter of fact, it was that 
traffic, that traffic which had shrunk to 32.03 per 
cent, but nevertheless was expected to contribute 
733 per cent of your increase of $31 million that you 
wanted -- the question is, it was that rather extra- 
ordinary situation, having in mind those two figures, 
the 32.03 per cent of the revenue and 73.53 per cent 
of the increase that you were asking, it was that 
Situation which, I put it to you, led to the enactment 
of the $20 million subsidy statute which is now in 
Toree,. 

A. That may have been; Parliament had 
its own reasons for making that subsidy but, of 
course, Mr. Frawley, you know -- I know you do, as I 
appreciate too -- that the difference between the 
percentage on contribution and the percentage of 
the total revenue is brought about by the fact that 
there is a big exemption rate in the first line. 

Q. And an even bigger one in the second 
line? 

A. A bigger one in the second line, Mr 
Frawley; remembering always that that traffic has 
increased the revenue over the years through rate 
increases. 


(Page 1738 follows ) 
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Edsforth, cr.ex. 1738 
(Frawley) 


Q. Yes, but that doesn't contribute -- 
these increases you are asking for, the $31-1/2 million 
that you need to pay your Canadian workmen -- no 
part of that would be from your international 
traffic? 

| A. Well, you can't put it on both ways, 
Mr. Frawley. 

Q. You can't put it on both ways? 

A. No. You can't have your Canadian and 
international increases all applying on the same 
traffic. 

Q. So we have the situation whereby the 
Canadian portion of your international rate, such 
hauls as are represented by the movement, from, say, 
Northgate, Saskatchewan, to Edmonton -- you have 
the increased cost on that movement, you have those 
taken care of by increases which the Interstate 
Commerce Commission authorize. 

A. Of course, the increases which we 
get are increases authorized by the Interstate 
Commerce Commission, as well as by the Board of Trans- 
port Commissioners -- because they also authorize. 
increases -- those increases do contribute to 
increased expenses, no matter where they may falls 

Q. Would you look at page 29 of the same 
judgment. I want to continue on reading a few 
lines from the passage you have quoted in your 
precis, and in your precis it is -- well, excuse 
me, perhaps we had better look at page 10 of the 

——| joint submission. I think that is where it is. 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 
Edsforth, cr.ex. 


(Frawley) 


i 
tit 


You will see there you are quoting from pages 


es. 
ane J2 of 76 €,R.T.¢, 

A. The 

Q. Page 10, paragraph 27. 

A. Yes. 

MR. FRAWLEY: Now, Mr. Chairman and members 


of the Commission, you will find that same passage 
at page 28 of the blue pamphlet which I have handed 


to you, and you will observe that the quotation ends: 


“The Board must take notice of this 


fact and govern itself accordingly." 
I would like to read just a few more 


sentences going on from there. 


“With this traffic removed from con- 


sideration --" 


That is the export grain traffic -- 
"__. and amounting to 11.5 per cent of 
the present revenue --" 


And if I may say in parenthesis, I note 


it is now 10.5 per cent; in 1958 it was 10.5 per 


cent -- 
"___ and with traffic at competitive 
rates and agreed charges having now 


reached the total of 31 per cent--" 


And I might add in parenthesis that those 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


Edsforth, cr.ex. 1740 
(Frawley) . 


two items were 36.9 per cent in 1958 -- 


=— 00 which it is difficult, and 
in some cases impossible, to increase 
rates, there is a total of 42.5 per 
cent of the intra-Canadian freight 
traffic on which relatively less or 

no increases are proposed, leaving only 
57-5 per cent of Canadian traffic for 
consideration by way of increased 
freight rates. Included in this 
proportion of 57.5 per cent is a very 
large amount of low grade traffic upon 
which the present rates may not be 
fully remunerative despite all the in- 
creases that have been allowed by 


this Board on the requirements basis." 


That rather points up this constant process 
of shrinking the hard core of traffic upon which 
you are free to make increases. 

A. Well, Mr. Frawley, we are free to 
make increases on all of our traffic except the 
statutory grain. 

Q. And the agreed charges? 

A. No, we are free to increase those, too, 
and we do. 

MR. FRAWLEY: Well, I don't want to bring 
Mr. Edsforth back, but I may have to bring him 
back to indicate the number of times he has been 


able to apply the horizontal percentage increases 
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Edsforth, er.ex. 1741 
(Frawley) 
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there were 12 where there was the 17 per cent in- 
crease, and he was good enough to say the he would 
find what the situation was with respect to the 
earlier increases. I don't expect him to have it 
yet. 

MR. SINCLAIR: We haven't had time to 
do it, Mr. Frawley. We will do it when we can. 

THE ACTING CHAIRMAN: Mr. Edsforth will 
be around, I think. 

MR. SINCLAIR: I would hope, sir, it 
wouldn't be necessary, when the statement is prepared, 
to bring Mr. Edsforth back just to answer a question 
on it. It may be that Mr. Frawley will be satisfied 
with it, so let's anticipate there will be no necessity 
to ask him questions. 

THE ACTING CHAIRMAN: I think we will put 
it this way, that the Commission looks to counsel in 
every possible way to assist the Commission, and we 
hope and trust that there will be less and less of 
anything interlocutory and there may be more and more 
co-operation and much more will be accomplished -- 
this is not a lawsuit -- in a real effort to achieve 
something for this country. 

MR. FRAWLEY: And I would hope that 
my friend keeps that in mind as one of his objectives 
when he is preparing it. 

MR. SINCLAIR: Of course, Mr. Chairman, 

I will give them the facts. Mr. Sinclair is 


on agreed charges. We had evidence yesterday that 
— always ready to agree anything that is reasonable. 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


Edsforth, cr.ex. 1742 
(Frawley) . 


MR. FRAWLEY: Now, Mr. Edsforth, to sum up 
your position with regard to your petition for a 
recommendation that you should have federal aid, 
or, rather -- I must not say that -- that there 
should be federal aid for the export grain movement, 
it is based primarily on what has been disclosed 
by your cost study. 

hs Yes, in rate making and in our con- 
sideration of a proper level of rates as measured 
by rate-making considerations, which I think have 
been fully stated. 

Q. That is right; it is because the export 
grain rates are, as a result of the advice you have, 
running below, running only half of full cost and 
not quite that much below our variable cost, but 
because they are running well below cost you feel 
that that situation -- now the time has come to 
put that situation right. 

A. Well, I have felt that for some 
time, Mr. Frawley. 

Q. For a long time you felt that the 
rates and not just increases and new tariffs be 
published. 


A. Well, that was our original submission 


to the Royal Commission. 
Q. And it continued on between the 


Royal Commissions? 
A. We have held the view that the rate 


should be increased, yes. 


Q. I would like to pursue that with you 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


Awan 


Edsforth, cr.ex. 1743 
(Frawley) | 


a little bit. The net result of what you are putting 
to the Commission is that you think the grain rates 
should now be put up to the level of full cost. 

A. Yes, of full cost, Mr. Frawley -- 

a remunerative rate. 

Q. Now, on the question of making rates 
according to cost you, of course, know a gentleman 
very well by the name of Leonard J. Knowles? 

A. Yes, I know Mr. Commissioner Knowles. 

Q. He is a Commissioner of the Board of 
Transport Commissioners? 

A. Yves. 

Q. For many years he was a freight 
traffic manager of the Canadian National Railway? 

A. That is right. 

Q. He lived in the world of freight rates 
for many years? 

A. Yes, that is so. 

Q. And you would agree with me that there 
are no more knowledgable people in Canada.on freight 
rates? 

A. He is an extremely knowledgable gentle- 

man, yes. 

Q. I want to draw your attention to what 
he said on the 17th of June, 1959, before a Senate 
Committee which was discussing Bill No. C-38, which 
was an Act to make provision for the reduction of 
certain class and commodity rates on freight traffic. 
That was the $20-million subsidy bill? 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


——— Edsforth, cr.ex. 1744 
(Frawley) 


Q. And may I just read for the information 
of the Commission and your own information, what Mr. 
Kerr, the Chief Commissioner said before Mr. Knowles 
made an appearance. 

THE ACTING CHAIRMAN: I think, Mr. Frawley, 
after you read it you should give it to Mr. Edsforth 
to read, too, before he comments. 

MR. FRAWLEY: I am very embarrassed, I 
have only one copy, and I don't know whether the 
Canadian Pacific or the Canadian National have copies. 
It is page 7 of the volume for Wednesday, June 17, 

i eee 

MR. SINCLAIR: We haven't got one, Mr. 
Chairman. That was one we were not interested in. It 
was the shippers and the Government. 

MR. FRAWLEY: What I want to do is -- I 
would be very glad to have Mr. Edsforth read it with 
me -- I will read it and hand it to him for his 
consideration. 

Q. Mr. Kerr said at page 7, when the 


Chaimman called upon him: 


"Although I have been chief com- 
missioner for only a few months, I would 
be the first to say that does not qualify 
me as an expert on freight rates. Mr. 
Commissioner Knowles has been with freight 
rates for 50 years, and has appeared here 
in previous sessions. He rose to the top 


of the Canadian National Railways in 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


<< Edsforth, cr.ex. 1745 


(Frawley) 


"freight rates, and then was advisor to the 
Royal Commission on Transportation, of 
which the Honourable Mr. Turgeon was chair- 
man. For the past few years Mr. Knowles 
has been a commissioner of our board, and 
certainly is more qualified than I am 


to answer questions with respect to freight 


rates." 


It is quite unnecessary to state that to 
you for the purpose of qualifying Mr. Knowles. He 
is qualified, in any event isn't he? 

A. In my mind, yes. 

Q. Now, at page 13 there was a discussion 
between Mr. Knowles and Senator Smith of Queens- 
Shelburne on the question of why the railways charge 
more to haul semi-finished steel than to haul raw 
steel and after some discussion with regard to the 
fact that you must take into account the loading 
eharacteristics and putting that to one side, Mr. 
Knowles then said this at page 14 -- and this is 


what I will give you to read -- 


"But, Senator Smith, you have asked 
a great fundamental question in ratemaking 
that is worrying everybody today, and 
that is, the way the rate structure is 
made now, high rates are charged on high- 
grade materials and low rates on low-grade 
materials, and the higher rates are being 


eroded by the trucks and railways are 
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ANGUS, STONEHOUSE & CO. LTD. 


Edsforth, cr.ex. 1746 
(Frawley) 


"being left with the low-grade articles 
Which are moved at a rate less than the 
average cost of transportation. That 
is the great problem all over the world 
today, I read it in all the railway 
magazines -- that is, the fact that the 
original method of ratemaking on a value 
basis, while it was very good for 75 years, 
is out of date today, and it may be that 
the railways will have to come to a more 
cost basis of fixing rates. But as long 
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as the value of the service principle remains 
in the rate structure, you are going to 

have that situation existing. It is quite 
difficult to understand for anybody who 

has to use the rates, to charge 50 cents 

per 100 pounds on one article and $1.50 

on another when the cost of moving the 


car is exactly the same." 


A. Yes, Mr. Frawley, you have a question. 


Q. Those are practical and sensible 


views with which you agree, Mr. Edsforth? 
MR. SINCLAIR: Let's ask the question: 


Do you agree with the views? Instead of the comment 


before the question, if I may. 
MR. FRAWLEY: If you don't mind I will 


ask the questions as they occur to me. I thought 


I heard someone say a moment ago something about 


co-operation, but that language is as far removed 
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with my friend, but I was talking to the Com- 
mission. I think if he wants to ask a question, 
he should put it to the witness. That is the point 
I wish to make, Mr. Chairman. 

THE CHAIRMAN: Carry on, Mr. Frawley. 

MR. FRAWLEY: Q. Those are practical 
and sensible conclusions that Mr. Knowles has reached 
there as he expressed them to Senator Smith? 

Ay He is describing a condition, a con- 
dition of rate-making, and certainly the value of 
service principle has entered into rate-making for 
many years. Now, all that Mr. Knowles is saying 
here, as I interpret him, is that there has been 
some erosion in the higher rate of traffic, and that 
is true, and so you have had added another factor 
into value of service ceiling, and that is what 


competition will permit. 


| Frawley) 
from you as the Russian language. 
MR. SINCLAIR: I don't want to disagree 
(Page 1749 follows) 
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Q. Is it not so that the value of services 
principle is more unreliable, more Suspected now than 
it was seventy-five years ago when the freight 
structure was first initjated? 

| A. I do not know that it was ever suspect. 
It has been a basis of freight rate making pretty well 
universally recognized. 

Q. You are now yourself seeking to put the 
export grain rates on a full cost basis? 

A. On a compensatory basis, Mr. Frawley. 

Q. On a full cost basis? 

A. Which means they contribute their var- 
ijable costs plus their proportion of constant costs or 
their total costs, yes. 

Q. As a matter of fact, you could have 
asked for the Crow rates, the new Crow rates, the 
one you: want to be paid on as being a rate which 
would return out-of-pocket costs plus some contribu- 
tion to overhead? You could have asked for that? 

A. Yes, but it would not be justified 
because it is basic traffic to the plant and you 
Should not carry that --- 

Q. Those are --- 

MR. SINCLAIR: Let the witness finish. 
MR. FRAWLEY: I thought he was finished. 
MR: SINCLAIR: No, he was not. 

MR. FRAWLEY: Q. All right. 

A. You cannot price traffic that is basic 
to the plant at anything less than its total cost be- 


cause it is basic to the plant. The plant is there 
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being maintained to carry it and if it does not carry 
that then you just cannot get along. That is my 
definition of compensatory as far as grain is concerned. 

Q. I put it to you, and I understood that 
was your whole case in pages and pages of material filed 
that you want to have the grain rates in western Canada 
get at full cost? 

A. Yes, compensatory level. 

Q. All right, at full cost. Now, you could 
have, you say you would not have been right if you had, 
but you could have asked to have the grain rates fixed 
at a place which was returning variable costs plus some 
contribution to overhead but not all? 

A. You could have, but that would not have 
been right. 

Q. And you have done that in many, many 
cases throughout the freight rates structure, you have 
put rates at a place where they cover hare out-of- 
pocket expenses plus some contribution to overhead? 

A. Well, of course, the definition of a 
compensatory rate, Mr. Frawley, is not altogether 
easy to define because you cannot get one that will 
fit all cases. It depends on the nature of the 
traffic. But, when you are looking at the compen- 
satory nature of the basic traffic like grain then 
you have to look at full cost. Other traffic can 
be incremental and I say you look at it from the 
standpoint of its variable cost plus the contribu- 


tion it can make. 


Q. I put it to you that there are large 
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segments of the freight rate structure where you have 
fixed rates at bare out-of-pocket expenses plus some 
contribution to overhead. Is that so? Is that not 
a true statement? 

A. Large segments? 

Q. Yes. 

A. I do not know. I would like to have 
them drawn to my attention. 

Q. Well, I will withdraw the word "large" 
and say, are there not segments of the freight rate 
structure where you have fixed the rate either by way 
of agreed charges or competitive rates or otherwise, 
where you have fixed the rate at the bare out-of-pocket 
costs plus some, but not full, contribution to over- 
head? Surely that is a very plain question. 

A. There may be some segments which in 
my mind are incremental segments of the traffic in 
which you may do that, always provided you do not 
give full or variable costs on handling. 

Q. I simply want an answer to my question 
as to whether or not there are not rates. We will 
get away from the word "segments" if it is trouble- 
some, but whether or not there are rates today in 
the C.P. freight rate structure which are cost plus 
some but not full contribution to overhead? 

A. There may well be on some small parts 
of traffic that are incremental. 

Q. Mr. Edsforth, incremental or other- 


wise you know very well there are lots of rates like 


that? 
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A. There are some rates like that that are 
making a contribution over variable costs. 

Q. Well, there are not any that are not 
making a contribution? 

A. If I find them --- 

Q. Let us be quite certain about that. You 
say there are no rates anywhere in the Canadian freight 
rate structure today outside of grain rates which you 
will make a case of today, there is nothing in the 
Canadian freight rate structure where the rate is less 
than the variable cost? 

A. I cannot say that, but I do say this, 
that whenever we find one,and,believe me, we look for 
them, we take steps to correct it. 

Q. Frankly, I thought that was against the 
law, I thought that if you had a rate that was less 
than the variable cost the Board of Transport Com- 
missioners will disallow on that ground? 

A. Well, the Board might do so if it 
came to their attention but I doubt it would come to 
their attention because before it moved that far it 
would be fixed. 

Q. Putting aside these rates that 
return less than the variable cost, there are plenty 
of rates that return variable cost and just something 
more? 

A. Something more, a contribution over 
variable costs. 

Q. That is right, because that is your 


justification for establishing the ratee You say 
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that makes it a respectable rate or allowance which 
returns the variable cost and something more for 
overhead? 

we It makes a contribution and you can do 
that on traffic that is not basic to the plant, 

Q. Now, then, there are agreed charges? 

Acs Yess 

Qe That do not return full costs? 

Ae That is true, and there are many that 
return a great deal more, | 

Qe And there are plenty of the class rates 
in the non-commodity rates that must return three or four 
or five times the cost? 

Ae I don't know how many times they return 
more than full cost. 

Qe I have not got the book at the moment 
but there is a passage in the document called "Trans- 
portation" by J. C. Lessard, one of the studies of the 
Gordon Commission that says the ton-mile revenues 


run from 4 cent a ton-mile, and we know which one 


that is. 

A. Yes. 

MR. SINCLAIR: Which is it? 

MR. FRAWLEY: Q., That is what you do 
about grain rates -- to 20 cents per ton-mile? 


A. Well, there may be a 20 cents per ton- 


mile on some of the 1.c.1l. traffic. 
Q. I do not know whether this was 1.c.l. or 
ecarload but if there are any rates returning 20 cents 


per ton-mile they are certainly returning four or five 
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or six, perhaps more times, the full cost? 

A. There may be, I can think of explosives 
that do that, and they represent a great hazard in 
handling. 

Q. I wonder how many times an agricultural 
movement moving from the international line to Calgary 
and Edmonton, how many times the variable cost they 
awe paying? 

A. I do not think it would be too great 
because they do not move in too heavy a load, 

Q. Well, if we get our questions answered 
that we asked Mr. Sinclair then we can find these 
things out. 

MR, SINCLAIR: I just do not understand that. 

MR, FRAWLEY: Well, I will explain it to you. 
In the letter which I wrote --- 

MR, SINCLAIR: Oh, that, I thought it was 
dead, 

MR. FRAWLEY: Well, if it is dead there 
will be more than that dead. 

Qe I just wondered -- you see, Mr. Edsforth, 
this is what is bothering me about your wish to put 
traffic on grain moving to export in western Canada, 
with the difficulties that everybody understands that 
commodity is subject.to, to find its place in the world 
markets. Nevertheless, you are selecting that com- 
modity, you selected that commodity, and say that 
commodity must give you your full costs. I put it 
to you that there are many, many rates in eastern 


Canada, agreed charges, that are returning bare out- 
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head and a long way from full costs, because you have 
that kind of rate disparity? 

Ae I say again you have to look at what the 
traffic is when you are looking at the compensatory 
nature of it, and the grain -- I go back again, I have 
to go back -- grain is the basic product of that plant 
and has to carry its full costs, It must, or otherwise 
your plant is not supporting itself. 

Q. You have no compunction whatever in 
charging western grain moving to export full cost on 
63 per cent return on investment -- you have no com-~ 
punction and yet you have made agreed charges carry- 
ing industrial goods back and forth across eastern 
Canada which pay variable costs plus some slight con- 
tribution to overhead? 

A. You put the word “slight™ in. 

Q. I say there may be plenty that are 
slight? 

A. There may be. 

Q. How much overhead is there on bars 
and sheets you send from Hamilton to Vancouver? 

A. I think there is a fairly good contri- 
bution there. 

Q. I just ask you one more question: is 
it right that bars and.sheets from Hamilton to Van- 
couver give you full cost on 63 per cent return on 
investment? 

pee I do not know, Mr. Frawley, and I do 


{ (Frawley 
of-pocket costs plus some small contribution to over- 
not know that essentially it should, because we do 
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not maintain the line just to carry those commodities 
from Hamilton to Vancouver, | 

| Q. Whether it is or not, my question is, 
I ask you whether or not the rates on bars and steel 
sheets from Hamilton to Vancouver return you full cost 


just as you want the grain rates to return? 


A. I say I cannot tell you at the moment. 
Q. Would you find out? 
A. It makes the contribution that it can, 


I can find out, of course I can, 


MR, SINCLAIR: Here we go again. I think 


counsel, when he makes a request that is under advise- 
ment of the Board should not try with the witness to 
get him involved in an issue while it is under advise- 
ment. 

MR, FRAWLEY: My friend has my abject 


apologies and I will withdraw that question. With 


that I am finished with the witness. 


MR. SINCLAIR: The question and answer 


struck from the record. 


MR. FRAWLEY: Oh, struck --- 


THE ACTING CHAIRMAN: Mr. Brazier, I under- 


stand you are next? 


MR, BRAZIER: I have suggested perhaps 


Mr. Dickson and Mr. Wood should go on ahead of me, 


THE ACTING CHAIRMAN: Then we will take 


a short recess and will you go on after that, Mr. 


Dickson? 


MR, DICKSON: Yes, Mr. Chairman, I will. 


---Short recess. 


(Page 1760 follows) 
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MR. EDSFORTH: Mr. Chairman, I would like 
to put in in answer to a question that was asked me 
yesterday by Mr. Mauro. 

THE ACTING CHAIRMAN: Just a moment, please. 
You wish to answer a question asked by Mr. Mauro? 

MR. EDSFORTH: Yes, sir, if I may. 

THE ACTING CHAIRMAN: Is Mr. Mauro here? 
This is in answer to a question of yours of yester- 
day, Mr. Mauro. 

MR. EDSFORTH: This question appears at 
pages 1618 and 1619 and Volume 12 of the transcript 
of evidence. Mr. Mauro raised the question of the 
stop-off in transit privileges on agricultural im- 


plements as follows: 


"Q. This morning in reply to a 
question from my learned friend, Mr. 
Cooper, concerning the movement of 
agricultural implements, you mentioned 
certain in-transit privileges and stop- 
off privileges had been granted. 

A. Yes, stop-off and in-transit. 

Q. Now can you tell me when those 
privileges were instituted? 

A. I cannot give you the exact 
Pe but I think it was about 1955 or 
1954; I could be wrong. 

Q. I am advised that in Winnipeg, 
Manitoba this privilege went in in the 


summer of 1959? 


A. No, I am sure it was in before 
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Pthat. 
Q. Perhaps you might check on that. 
fis I will check on that, but I am 


certain it went in before that." 


Now, this morning I had an opportunity of 
looking that up, and I found on checking my records 
that my answer was not altogether correct. Our 
tariff records show that provision for stop-off in 
transit in Western Canada on agricultural implements 
and parts originating in Eastern Canada became 
effective on June 50th, 1951, in Item 505, Original 
page 61-A, Canadian Pacific Railway Tariff No. W.150-H, 
C.T.C. No. W.4070. 

A further extension of the transit privilege 
was made on March 2nd, 1956 in Item 506, Original 
page 61-B of the same tariff, providing for stop- 
off in transit for agricultural implements and 
parts for storage and re-shipment. 

MR. MAURO: Thank you very much, Mr. 


Edsforth. 


CROSS-EXAMINATION BY MR. DICKSON: 


Q. Mr. Edsforth, you have studied the 
history of the Crow's Nest Agreement and the circum- 


stances by which it was entered into? 


A. Yes, to some extent I have, Mr. Dickson. 
Q. And you have made comments on the 
various statements made by authors and boards and 


Commissions upon the entering into of this 
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(Dickson) 


agreement? 

A. Yes, I have. 

Q. I would like to read to you an excerpt 
from the book written by John W. Dafoe entitled 
"Clifford Sifton in Relation to His Times", at 
page 146. I will give you the book as soon as I 
have completed reading this quotation, and I will 
ask you for your comment on it. It is to be 


found at the bottom of the page, and reads as follows: 


"In an open letter to the Press 
of Canada, dealing with railway questions, 
written by Sir Clifford Sifton in January, 
1929, there appears this passage: 
'I remember when as a young 
minister in Laurier's cabinet, Van 
Horne and Shaughnessy said a line into 
the Kootenay mining district would not 
be considered for fifteen years. Also 
I remember that within six weeks the 
same two gentlemen came into my office 
and said they had to build this line 
and wanted a large bonus for doing it, 
that the C.P.R. was on the verge of 
bankruptcy. We gave them this bonus 
against the public sentiment of two- 
thirds of the people of Canada. They 
built the line and the Kootenay mining 
development saved the C.P.R., and 


saved a good many other things in Canada.'" 
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Would you care to comment on that? 

A. Well, the only comment I have, Mr. 
Dickson, is that this was Sir Clifford's recollection 
of what took place. 

Q. That is correct. 

A. I cannot say anything more than that. 
He had his own conclusions from that, and that is all 
I know. 

Q. You do not know of anything that con- 
firms or denies that statement? 

A. I never heard that the C.P.R. was on 
the verge of bankruptcy. They may have been, but I 
never heard it. I do not know about the statement -- 
I never heard the statement being made -- that we did 
not intend to build a line in there for 15 years, 
because I think in another precis of evidence it 
has been shown that we were in fact looking towards 
building the railway in there. We had spent some 
money on it. 

Q. You had done some preliminary surveying? 

A. Yes, we had spent some money on a pre- 
liminary survey, but that is Sir Clifford's recollection 
of it, and that is all I can say. 

Q. Mr. Edsforth, would you please turn 
to the joint submission of the railways, Exhibit 459 

A. Yes, I have that. 
Q Would you turn to page 4, paragraph 14? 
A. Yes, I have that. 
Q That paragraph starts: "The principal 
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—— Edsforth, cr.ex. 1764 
(Dickson) 
effect of this statute ..."  -- and by this statute 


I take it to mean the amendment to Section 328 of the 
Railway Act? 

A. Section 328 as it is now; it was 
Section 325 at that time. 

Q. That is exhibited as Appendix D to this 
submission? 

A. Yes. 


Q. The paragraph reads: 


"The principal effect of this statute 
was to bring to an end the Crow's Nest 


Agreement of 1897 ..." 


A. Yes. 

Q. And it is your suggestion that on and 
after 1925 the Crow's Nest Pass Agreement was dead 
and buried? Is that your position? 

A. It is my opinion -- my strong opinion -- 
that the amendment to the Railway Act of 1925 
terminated the Crow's Nest Agreement of 1897 so 
far as its rate provisions were concerned. 

Q. Which were the important provisions, 

A. Well, as far as we were concerned -- 
as far as we are concerned today. 

Q. They are the only provisions of any 
real significance left, are they not? 

A. Well, I would not like to give you an 
answer on that, Mr. Dickson. I could not say. 

Q. Well, I would like to read Mr. Edsforth, 


— from the report of the Special Committee of the Senate 
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on Railways. 

THE ACTING CHAIRMAN: Of what year, Mr. 
Dickson? 

MR. DICKSON: 1938, Mr. Chairman. 

Q. Sir Edward Beatty -- I am sure my friends 
will be familiar with this quote -- Sir Edward Beatty 


is reported to have stated as follows: 


"Sir William Van Horne made an agree- 
ment with the Government for the Crow's Nest 
Pass rates. A great many people criticized 
that because they said he only got $3,000,000- 
odd in the way of subsidies for building that 
line, and in consideration of that he made 
this very drastic reduction on grain rates, 
and certain other commodities westbound. 

I have always thought Sir William Van Horne 
was 100 per cent right. He knew the geography 
of this country, he knew where our com- 
petition would come from, and he knew 

our only salvation in the markets over- 

seas was low freight rates in Canada in 
view of our distances. I think he went 
into that with his eyes open and undoubtedly 
made a good bargain. I think he made a 

good one both for the country and the rail- 
ways. And that must have been the in- 


fluence that actuated him in that matter." 


Would you comment on that please, Mr. 


“eee Sdsforth? 


cee | | 


“$257 E 656.%0 ,oosote nt / : 
geoszotd) ‘ 


<t vtaey 4eew DO +: RAMLIADD SESRA Ge 


Meriie® .<4@ .6fCL  Eoeiad 2 


10 A Be yr eile fi4 » | =< Yaieoel biuawld dl — 


Voreut Sombitdtt .- adloog gidd udte Gel tions an Re 


WWoOLLe) 8& beveva evant of baetogeg 


“SG@iRsS fl iy Ge ot sav walt i L¥ a2 z*° 
4594 G°wOIS G07 tcl gasenveveD et? dhe Jeane 
ig ry a. SY (e207 Carty 2 soser. tant 


OOS Coe “ioe ed Biae wees eacaseod Jatt 


afd aatbilvd t0% eel} we “lo wen -edtd ual the 
shea ef tana jexsehiacoao ab tas entre 
cela | '™ 40 NoOlJsphan ofvaaib yor ete 


beyodian I.- Chcemaes etivo nwladteso Ita 
BOTGR MEY MELT he Saget? evewls evad J 
PAZ 0ae oui? word all : Tria : Jie) téq O04: Bae 


> 6 ouee Weel ot corded -ebitt, Bo 


Teta : ‘Wii .MG67? esoo bigewr sols izeg 
rai ijayeian aciz 2 OlLvaviow Wine thn 
. 2hoahe et ance Stet wol agw esea 
t reps al dnid? x eseetnsalb awe Io wetv 


UWdetdyaku baa can save utd uetw vad oval 
S when oc pata? 7 °F gre boos # ohem 
~Llie of Din wrirvos e423 164. Btod eas bony 
ai acd deed evar tome Gadd Bad . Urn 


* 90 tame Seco ot sid bebgpesa sade soe lt 


-tH..enmelq ted? oo demaos oy BLeo¥ 


Tdetotehyy 


i, 


Edsforth, cr.ex. 1766 
(Dickson) 


° 
< 
ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


f alias 


Well, of course, Sir Edward Beatty -- 


A. 


this was in 1938? 
Q. That is correct. 
You must remember the times in which 


A. 
he was then living, and in which he was talking. 


Q. That is correct. 

A. You must recall that we had been through 
a rather severe depression lasting some years from 
1930 during which rate levels generally had gone 


down quite considerably, and so had the cost of 
railway operation, so that looking at it at that time 


it may not have seemed to Sir Edward that these rates 
As able a man as 


were too far out of line. 
Sir Edward was, and he certainly was, he could 
I think 


not foresee what has happened since then and the 


conditions we find ourselves in today. 
that is pretty well pointed up by the fact that in 


Western Canada in 1938 grain -- all grain, that 


is, and that takes in some of the domestic, too -- 
required 33.9 per cent of total ton miles of freight 


service but contributed 20.2 per cent of the total 


My purpose in quoting that to you, Mr. 


revenue. 
Q. 
Edsforth, was to get your comment on whether you feel 


that statement by Sir Edward Beatty, the then 
President of the C.P.R., respecting the Crow Nest's 


Pass Agreement is consistent with your view that the 
agreement died in 1925, some 13 years earlier? 

A. Yes, I do not see that it has any 
bearing on that at all. 
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Do you think he is speaking of a 


Q. 
I would not put it that way, but he was 


Re 
but in spite of that the Railway Act amendment so 


"dear deceased"? 
speaking of an agreement that was made, right enough, 
far as rate provisions were concerned only referred 


to the 1897 agreement as fixing a rate level. 
Well, we will come to that in a moment. 


Q. 
Mr. Mauro read to you yesterday a brief statement 
the Minister of Railways and 


made by Mr. Graham, 
Canals in 1925 -- 
A. Yes. 
-- and a statement by the then Prime 
indicating it 


Q. 

Minister, the late Mr. Mackenzie King, 

was not the intention of Parliament to put an end to 

the agreement. Mr. Mauro did his homework, I think, 

very well, but there are three additional quotations 
I have them 


to which I would like to refer you. 
marked in an extra copy of this volume so that it 
Is that the Hansard 


will make for more easier reference. 
THE ACTING CHAIRMAN: 
This is the Debates of the 


reports? 
MR. DICKSON: 
House of Commons, Dominion of Canada, the Session of 


1925, Volume V, Hansard. 
Q. Would you turn, first of all, to page 

4310? 

| Ae Yes, I see it here. 

Q. Do you see it marked -- the second 


paragraph by Mr. Graham? 
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A. Yes. 


Q. There he is reported to have said -- 

THE ACTING CHAIRMAN: Is he still speaking 
as Minister of Railways? 

MR. DICKSON: Yes, sir, he is speaking in 
the same debate in which the statement to which the 
Turgeon Royal Commission referred to appears. 


Q. In this particular quote Mr. Graham 


is reported to have said: 


"Are we to do away with the Crowsnest 
pass agreement altogether? As I pointed 
out, a great many people think we should. 
But the Crowsnest pass agreement having 
been in force, the government decided 
that, along the lines they are proceeding, 
they would give a fair chance to the 
people in every part of the Dominion and 
thus avoid injustice to those in certain 


sections." 


Does that not persuade you that the intention 
was to retain the Crow's Nest Pass Agreement? 
A. It certainly does not say so, Mr. 


Dickson. 


(Page 1771 follows) 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


ff 


Edsforth,cr-ex LITA 
(Dickson) 


Qe Turn to page 4331? 

A. Yes. 

Qe Again Mr. Graham, Mr. Graham was re- 
ported to have stated: 

"The fact is that the Crowsnest Pass Agree- 

ment is allowed to remain" -- 

I will repeat that -- "The fact is that the Crowsnest 
Pass Agreement is allowed to remain on the 
statute book as regards grain and flour. The 
Crowsnest Pass Agreement never affected 
British Columbia, and there is no clause in 
the bill or in the amendment which has any 
reference to British Columbia or that will in 
any way affect the decision of the Board of 
Railway Commissioners adversely to British 
Columbia." 

Does that convince you? 

Ae Well, no, that doesn't at all, because 
to me that simply means this, that they are reviewing 
the @row's Nest rates on grain and flour in there on 
that level, the level in the statute. 

Q. The word, Mr. Edsforth, is not "rates"; 
the word "rates" in the sentence I quoted to you does 
not appear. It is, "The fact is that the Crowsnest 
Pass Agreement is allowed to remain on the statute 
book as regards grain and flour". 

A. That is right, but I think he was 
referring to it as a rate level only. 

Q@. Then, turning to page 4474, again 


Mr. Graham and the same debate: 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


F Edsforth ,cr-ex 1772 
(Dickson) 
"May I answer that question? If a govern- 


ment did not stand as the buffer, the whole Crows- 


nest agreement would have been Wiped out at this 


session by an enormous majority. The government 


has been trying to protect my hon, friend so far 


as it could, and now it gets abuse for doing so." 


What is your comment on that? 


Mr. Sinclair. 
A. 


I am asking Mr. Edsforth, 


There again, to come back to my answer, 


that his reference to the Crow's Nest Agreement there 


has reference to the rate level only, and I can only add 


to that that what Parliament did in amending the state- 


ment certainly, in my opinion, terminated the agreement; 


it extended the agreement, and you can't extend it 


very well without the consent of both parties, surely. 


Q. 


Let us go to the legislation itself. 


It is Appendix D in the joint submission at page 51? 


A. 
Qe 
there that the 
Ay 
Qe 
Ae 
Q- 
A. 
(5) rates 


Yes, I have it here, Mr, Dickson. 

Will you point out to me where it says 
Crow's Nest Pass Agreement is at an end? 
Yes, it is subsection (6). 

All right, let us look at subsection (6). 
All right. Do you wish me to read it? 
Yes, if you would. 
"Notwithstanding anything in subsection 


on grain and flour shall, on and from 


the 27th day of June, 1925, be governed by the 


provisions 


of the agreement made pursuant 


to Chapter 5 of the Statutes of Canada 1897; 


but such rates shall apply to all such traffic 
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ANGUS, STONEHOUSE & CO, LTD. 
TORONTO, ONTARIO 


Edsforth, cr-ex 1773 
(Dickson) 


moving from all points on all twee of railway 
west of Fort William to Fort William or Port 
Arthur over all lines now or hereafter con- 
structed by any company subject to the juris- 
diction of Parliament," 

Q. Now, let us look at the first half of 
that down to the word "but"; the important words,the 
words that mean anything are these, I suggest, "Rates 
on grain and flour shall ... be governed by the pro- 
visions of the Agreement", and then it goes on to 
describe the Agreement. 

A. Yes, governed by the provisions of the 
Agreement as to their level. 

Qe So, the word "provisions", I would 
suggest to you, doesn't add anything, so again reading 
it Just as it appears, and I appreciate you are not 
a lawyer, but I just want to get your impression, 
"rates on grain and flour shall... be governed 
by the . .. agreement". If this was intended 
to terminate that agreement, would it not have said 
So? 

As No, I don't think it would have to 
say so there, Mr. Dickson. 

Q Don't you think this simply confirms 
the agreement already made and extends it indefinitely? 

Ae It doesn't, it simply describes the 
level of rates, and the description of that. level of 
rates are the rates on grain and flour governed by 


the provisions of the agreement of 1897. 
Q. And you are suggesting that that means 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


<3 Edsforth, cr-ex 1774 


(Dickson) 


that the agreement is dead, and this has had the 
effect of killing it? 

A. The rate provisions of the agreement are 
superseded, terminated by the Railway Act. 

THE ACTING CHAIRMAN: Mr. Dickson, I think 
the issue is pretty clearly on the record now. 

MR. DICKSON: We will be arguing it in due 
course, 

THE ACTING CHAIRMAN: Yes. 

MR, DICKSON: Qe Mr. Edsforth, in putting 
forward your suggested solution of the railway problem, 
you made it clear, I think, that you don't wish any 
part -- or, you don't wish the western farmer to pay 
any increased freight rates on export grain, is that 
correct? 

A. Under present conditions we don't feel 
they should be called upon to assume the extra cost. 

Qe What do you mean, “under present con- 
ditions"? 

A. Present economic conditions, world mar- 
ket conditions. 

Q. You recognize that at the present time 
he is economically unable to bear any more burden. 
in the movement of his grain? 

Ee We feel he can't pay more and compete 
in world markets under present conditions. 

Q. And do you feel that the solution 
which you are proposing does not in any way change 
his continued right to be able to transport his 


grain at the Crow rates? 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


Edsforth, cr-ex 1775 
(Dickson) 


A. I would like to have that question again, 
please, 

Qe Did you consider the solution which you 
are presenting does not endanger his position in future 
of being able to transport grain at Crow's Nest Pass 
rates? 

Ae Well, I can't say as to that, what will 
happen in the future, Mr. Dickson, but certainly our 
solution as it stands right now doesn't do so; what will 
happen in the future no one can tell. 

Q. Turning now fo the quote from page 285 
of the Gordan Commission -- do you have a copy of that? 

A. Yes, I have, thank you; Mr. Dickson, 

Qe It is the latter part of the first para- 
graphs 

"We, therefore, have concluded, although 

with no little reluctance that the burden im- 
posed on the railways by the statutory rate on 
grain traffic could be lifted with the least 
distortion in the short run by a new charge 

on the public treasury.‘ 

Ae Yes, 

Q. "Over the longer term we would hope 
that greater flexibility could be introduced 
into these rates by the cost reductions which 
Will be effected by the Seaway, by improvement 
in the world wheat situation and by the growth 
of livestock production in the Prairie Provinces," 


What does that last sentence mean to you? 


Bs Well, it simply means this; that the 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


Edsforth, cr-ex 1776 
(Dickson) 


Gordon Commission thought that conditions might change 
in the future, there might be some improvement in 
world conditions, the farmers might be in a better 
position financially, but they couldn't tell. As I 
say, you can't tell what is going to be in the future. 

Qe So, any improvement as a result of the 
Seaway, any improvement in the world wheat situation, 
any improvement in the growth of livestock might open 
up this whole matter of the farmer's rates under the 
Crow's Nest rates? 

Ae I don't know that that would be so, Mr. 
Dickson; you would have to judge them by conditions as 
you find them. 

Qe Is that not your understanding of this 
quote from the Gordon Commission Report? 

A. Well, I don't know; they don't state 
it very clearly, in my opinion. 

Qe Isn't that what you mean when you say 
yourself at the present time such-and-such, the 
Crow's Nest Pass rates to the farmer will be undis- 
turbed, and by your use of the words "at the present 
time" you contemplate that any change in circumstances, 
that these rates will be opened to increase? 

A. They will be open to review, anyway, 
and how that will be treated will depend on how con- 
ditions are then. 

Q. And that could happen a year from now? 

A. I don't know, Mr, Dickson; one can't, 


as I say, look too far in the future. Conditions do 


change. 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


Edsforth,cr-ex 1777 
(Dickson) : 


Q. It could happen any time in Eye future? 

A. Well, there is nothing apparent at the 
moment. 

Qe So, the farmer's belief that he has some- 
thing in these Crow's Nest Pass rates would be subject 
to change without notice? 

Ae Oh, no; oh, no. 

Qe What notice will he get? 

A. I don't know about that. As I say; 
that would be a matter for very careful examination; 

I am sure any change that was to be made would be 
well -- there would be lots of notice about it and a 
good deal of discussion and careful consideration, too. 

Qe Now, Mr. Edsforth, just a word on the 
subject of branch lines, which I understand to you is 
a matter of -- the abandonment of branch lines -- is 
likely to be a matter of great concern to the farmers 
of western Canada? 

Ae Yes, to those who are located on the 
branch lines, I would expect so. 

Q. And in his evidence the other day, 

Mr. Donald Gordon stated in the memorandum, Exhibit 
47: 
"Each branch line is being examined to 
ascertain if it can justify its existence." 
Is that situation holding true in the C.P.R.? 

Ay Yes, we are looking at branch lines, 

various ones. 


Q. And what test do you apply to determine 


whether it can justify its existence? 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


Edasforth, cr-ex 1778 
(Dickson) 


Ae Well, actually, Mr. Dickson, I don't 
examine them myself, I am not the man responsible 
for it, so I couldn't give you --- 

Qe You were a party to the decision? 

A. I couldn't give you all the tests, Mr. 
Dickson, but the principal test, of course, is whether 
the branch line is paying for itself, to put it very 
simply. 

Q. The economics of it? 

A. Yes, the economics of it. 

Q. You recognize the necessity of maintaining 

| Some uneconomic branch lines for reasons of public policy 

A. Public policy? 

Q. Public policy. 

A. Well, I think that then becomes a matter 
for the Board, but I don't know whether you would take 
it as public policy. 

Q. You leave that decision to the Board? 

A. Not altogether, no, but all I say is 
that whem you go’ to abandon a branch line, certainly 
you must take it before the Board and put your cir- 
cumstances before them. Now, where the public 
policy comes in -- I don't know how broadly you 
define public policy. 

| Q. Well, the same reason that you are 
carrying uneconomic passenger rates? 

A. I don't think that is a matter of 
public policy. 

Q. What is that prompted by? 


Ae That we have a passenger service? Well, 
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Edsforth, cr-ex 1779 
(Dickson) 


it is certainly not a matter of public policy because 
we are carrying passengers and doing our best to make 
that a paying proposition, we are working on it all the 
time. 

Q. Let me put it this way; do you recognize 
any responsibility to the farmers when they settle in 
any particular area, or have purchased a farm in any 
particular area knowing that there is a branch line 
there and believing that that branch line will con- 
tinue indefinitely? 

As We recognize the responsibility to see 
that he has transportation, Mr. Dickson, Of course, 
there are many of these branch lines, I would think, in 
the West -- we have a lot of them, as you know -- that 
for a just and reasonable level of rates on grain,as 
we proposed, it probably wouldn't be uneconomical. 

Q. Would it be correct, Mr. Edsforth, 
to say that up to the present more branch lines serving 
mines or industrial districts have been closed than 
those serving grain growing districts? 

A. - Up to the present? 

Q Yes. 

A. I don't know if that is so or not. 

Now, on line abandonments which we have made, one or 
two of them have been mining areas, yes, I can think 
of one or two in British Columbia, and any to serve 
farming areas, I think we made one or two of those, 
too. 

Oy Mr. Gordon, as I recall it in his evi- 


dence the other day, indicated that such abandonments 
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Edsforth ,cr-ex 1780 
(Dickson ) 


were usually made because the mine closed or because 
there has grown up an alternative and cheaper method 
of transportation normally by road, is that right? 

A. Certainly those are two of the reasons, 

Q. Were those the main reasons? 

Ae Not exactly; it all depends on the area 
you are in. 

Q. Well, in the movement of grain where the 
grain production is on the increase due to more efficient 
farming methods, that consideration of abandonment be- 
cause of a used mine wouldn't apply, would it? 

A. You mean to say it was still developing 
traffic? 

Q. Yes. 

A. Yes, and as long as that traffic was 
paying its proper cost there wouldn't be that con- 
sideration. 

Qe On this matter of alternative means 
of transportation, in any of your branch line abandon- 
ments in the prairie regions it will cost the farmer 
more money to move his grain to the rail position? 

A. Well, again, I don't know; it is pretty 
hard to ---you are generalized on that, and it is 
pretty hard to particularize on 1t. It may be in 
some instances, but not necessarily always. 

Qe When would it cost less to get it 
there? 

A. Some times a farmer may be located 
midway between two branch lines; he happens to be 


hauling to one, he can haul to another. 
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Edsforth, cr-ex 1781 
(Dickson) 


Q@. That wouldn't happen very frequently? 

A, It does happen quite a bit, I think. 
Perhaps you would know more about it than I would. 

Qe I will not express an opinion on that, 
but I would Suggest it is a pretty remote contingency. 

A. I don't know how remote it is. 


(Page 1785 follows) 
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ANGUS, STONEHOUSE & CO, LTD. 
TORONTO, ONTARIO 


Edsforth, cr.ex. 1785 
(Dickson) . 


Q. Now, what is your view on the matter 
of the branch line abandonment to be affected or 
altered by a federal subsidy related to branch lines? 

A. Well, I don't know that a federal 
subsidy would be justified as related to branch 
lines. I don't think it is a question involving 
the national interest. Branch lines are in locations 
of their own, and I don 't think it is a matter of 
national interest or national policy calling for a 
subsidy. 

Q. You wouldn't want a subsidy related to 
branch lines? 

A. I don't think there should be, no. 

Q. You don't feel that these uneconomic 
branch lines are serving any public need? 

A. They may be serving a public need in 
the area, but that becomes a question when the 
line becomes uneconomic because of lack of traffic 
or because of a low rate level. 

Q. You would not, then, I think, contem- 
plate altering your present view that branch line 
abandonment for economic reasons are the main thing 
prompting you in such a case? 

A. From an economic point of view? 

Q. Yes. You wish to look at them all 
on an economic basis? 

A. We have to look at them on an economic 
basis and their possibilities for the future, what 
alternative possibilities there are. We don't 


look at it cold bloodedly. 
@. And you wouldn't seek federal subsidy 
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Edsforth, cr.ex. 1786 


ANGUS, STONEHOUSE & CO. LTD. 
(Dickson) 
related to branch lines? 
No, indeed. 
Thank you, Mr. Dickson. 


A. 
THE ACTING CHAIRMAN: 


Mr. Brazier? 
CROSS-EXAMINATION BY MR. BRAZIER: 
Mr. Edsforth, you have been taken by 
political and 


Q. 
counsel through what I might term the 
legal history of the Crow's Nest Pass Agreement and 


the rates arising therefrom? 
with you through 


Yes. 


I wonder if I could go 


A. 
that is the 


Q. 
the more practical history of it, and 
history of the actual tariff that has been issued 
as a result of those agreements and what the effect 

of them has been over the 60 years. 


Yes. 
might first, just to orientate 


A. 
Q. al 

my questions, turn to the Crow's Nest Pass Act, 
Chapter 5, 60-61 Victoria, which is found commencing 


on page 36 of the joint submission, Exhibit 45, 


A. Yes. 
Q. And I am only going to concern my- 
self with the so-called east-bound rates, and as 
ask you to turn to page 37 and in Section 1(e) I 
call your attention to the words used there -- 
"That there shall be a reduction in 
Company's present rates and tolls on 
grain and flour from all points on its 
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Edsforth, cr.ex. 1787 
(Brazier) | 


TA ss tae 


Particularly the words "grain and flour". 
I also go to the agreement itself, which is Appendix 
"B", Exhibit 45, and at page 44, paragraph 11 of the 


agreement, the words used there: 


"There shall be a reduction in the 
company's present rates and tolls on 


grain and flour from all points ..." 


The same language as was used there. 

A. Yes. 

Q. Or was used in the Act itself. Then 
I turn finally to the present Railway Act, Section 
328, subsection 2, and the words of subsection 6 


there are: 


"Notwithstanding anything in sub- 


section 5, rates on grain and flour shall ..." 


The wording in that is exactly the same -- 
"grain and flour"? 

A. Yes, that is right. 

Q. Now, would you tell me, Mr. Edsforth, 
was the first tariff published by the Canadian Pacific 
Railway in the year 1897 or 1898? I think they 
became effective on the first of January, 1898. 

A. 1898. Well, there were two separate 
issues, Mr. Brazier. I think I have the tariff here. 


Q. It became effective on the first of 


September, 1898, the first stage? 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


Edsforth, cr.ex. 1788 
(Brazier) | 


A. Yes, that was the first stage of the 
reduction, Yes, here I have it, Mr. Brazier: Canadian 
Pacific Railway tariffs No. 494, effective August lst, 
1898. 

Q. Now, what items are covered by that 
tariff? 

A. The commodities? 

Q. Yes. 

A. Grain, flour, oatmeal, millstuffs, 
flax seed, oil cake, potatoes and hay. 

Q. And that tariff was superseded the 
following year by a tariff with an additional reduction? 

A. Effective September lst, 1899, C.P. 
Railway, 543, and that tariff applied to grain, 
flour, oatmeal, millstuffs. 

Q. So there was a difference between 
your first tariff and the second tariff, the commodities 
affected? 

A. That is right; the commodities affected 
excluded flax. seed, oil cake, potatoes and hay. 

Q. Why were they not included in the 
second reduction? 

A. Well, Mr. Brazier, I can't tell you 
exactly, because that is a long while ago. I wasn't 
even born then. I don't think they were considered 
as being part of the agreement. That is all I can 
say. 

Q. You will recall, and I am sure the 


Chairman of the Commission will, the case in regard 


to flax. seed. 


50% Yes. 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


Edsforth, cr.ex. 1789 
(Brazier) 


Q. I think the opinion was expressed at 
that time that the company came to the conclusion 
that flax. seed and the other items you have mentioned 
were not grain? 

A. Yes. 

Q. And therefore they were not included 
in the second reduction? 

A. That is right. 

THE ACTING CHAIRMAN: The contention was 
that flax was a grass. 

MR. BRAZIER: Was a seed under the earlier 
tariff. 

Q. I wonder if you would repeat the items 
in that tariff of 1899? 

A, Grain, flour, oatmeal, millstuffs. 

Q. I wonder if you would read the present 
tariff. 

ee That is Canadian Pacific Railway 
W-819A, C.P.C. No. 4035. 

Q. That is from Fort William to the lake- 
head? 

A. Yes, that covers domestic rates -- 
it covers the terminal rates, the Crow rates to 
Fort William as well as the domestic rates. 

Q. Would you tell me in that tariff 
what commodities are included? 

Fe Well, there are quite a number. We 
have rates on grain and grain products. It includes 
flour and many other items which I presume would be 


— under the term "millstuffs" in the original tariff. 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


Edsforth, cr.ex. 1790 
(Brazier) 


Q. How many items are involved there? 

A. I will have to count them. It is a 
little bit difficult there, Mr. Brazier, because 
you have got several different kinds of grain, like 
barley, buckwheat, corn, oats and so on. If you 
term them all under the general term "grain". 

Q. Give me the total commodities which 
we wouldn't directly call grain. 

A. Grain products? 

Q. Yes. 

A. There are 57 of the products on which 
the grain rates apply, plus some flax seed products. 

Q. Included in that -- I don't think I 
have a complete list here, but, for instance, there 
are breakfast foods and cereals, are there not, un- 
cooked in bags? 

A. Yes, uncooked. That would be your 
rolled oatmeal in your original tariff. 

Q. Surely you wouldn't call some of our 
modern breakfast foods like "Pep" and other products -- 

THE ACTING CHAIRMAN: Oatmeal would be in 
a different position to Rice Krispies. 

MR. BRAZIER: Q. Now, all those sort of 
products are included today. 


Be The uncooked ones, not the cooked ones. 


Q. Uncooked? 
A. Yes. That would take in Corn Flakes, 


or anything like that. 


(Page 1795 follows) 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


Edsforth,cr-ex 1795 
(Brazier) 


Q. if I am not mistaken you also have an 
item in there of beet sugar? 

Ae Beet pulp, that is correct. 

Q. Is that related to grain in any sense of 
the word? 

A. Well, it is used for the same purpose, 
many of the same purposes as your mill stuff such as 
Shortening -- it is used as an animal feed. 

Q. Is it correct to say that over the years 
the railway or the railwayshave included under this 
tariff a number of commodities that are used for the 
same purposes as grain and grain products? 

A. Yes, some -- a few, I would say. I 
think most of the commodities that are included in 
this item would come under the general term of mill 
stuff. That is a pretty broad description. 

Q. I would just point out to you that it 
is not a term that is used in the statute, in any 
event. 

A. No, it says "grain and flour", that 
is true, 

Q. And there are a great many products 
that would not come under the heading of grain and 


flour? 


A, Yes, there are commodities that would 
not be considered as grain or flour -- a few of them. 

Q. And I presume the railways have put in 
these additional items over the years maybe under 


pressure from shippers but otherwise on a voluntary 


basis? 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


Edsforth, cr-ex 1796 
(Brazier ) 


A. Well, I don't know -- I do not know that 
there would be any great pressure, There may have 
been application from shippers. 

Qe And you thought it proper to add them 
to the list? 

A. Well, of course, quite a situation 
developed here, the products of the milling of grain, 
a lot of by-products that go into competition one with 
the other,and they in turn in competition with other 
feeding ingredients. 

Q. I am not criticizing the railway at all 
and I do not want to give you that opinion, I just want 
to get to the fact that there is now under this tariff 
a great many items that could not be considered under 
the description of grain and flour? 

A. There are quite a few, yes. 

Q. Could you give us any idea of what per- 
centage of your traffic is other tham grain and flour 
under that tariff? 

Ae You mean moving within westem Canada 
under these rates? 

Q. Yes. 

A. It would be a very small percentage, 
Mr. Brazier, very small indeed. 

Ta Q. What do you mean by "very small"? 

A. It certainly would not be, I would not 
think,in the order of 5 per cent or even that much. 
I think it would be much less than that. 


Qe Even including your screenings and 


? 
things such as that? 
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ANGUS, STONEHOUSE & co, Lib, 
TORONTO, ONTARIO 


Edsforth, cr-ex 1797 
(Brazier) 


A. Yes, even with the screenings there is 
not that much of a movement. 

Q. Now, do you agree, speaking fundamentally, 
the purpose of the Crow rates was to assist the grain 
growing area of Canada to market their products in the 
world markets in competition with other countries 
that had a shorter transportation problem in order to 


reach that market? 


A. You mean that was the intention of Par- 

liament? 
Yes. 

A. In instituting that? 

Q Yes. 

A. No doubt that is what they had in mind. 

Qe And we still speak of them as export 
rates? 


Ae Yes, we call them rates on grain moving 
to export positions. 

Qe That term has been used many times 
here? 

A. Yes, that is true. 

Q. Now, taking the situation at Fort 
William, what percentage of the grain which you 
carry on that tariff is actually exported from 
Canada? 

Ae of the grain that moves to Fort 
William? 
| Q. Yes. Let me put it this way: I might 
put it a little broader so we understand it -- of 
the commodities that travel under that tariff, that 
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ANGUS, STONEHOUSE & co, LTD, 
TORONTO, ONTARIO 


Edsforth, cr-ex 1798 
(Brazier) 


are carried under that tariff, can you give me any 
rough idea of how much is exported from Canada? 

A. No, I cannot when you put it in that one 
direction. I can check it out, but right at the 
moment I cannot tell you. I know that a great volume 
of it is certainly the bulk grain, a large proportion 
of that moves offshore export and a good deal of the 
flour too. The other commodities, no, not so much, 

Q. Would you be able to get figures for 
us that would indicate the difference between the 
receipts at Fort William and the export figures for 
Canada? 

MR.SINCLAIR: We will try. 

THE WITNESS : The export figures of Canada 
versus the export at Fort William? 

MR. BRAZIER: Q. Well, I mean eastern 
Canada? 

Ae Yes, we can try and see what we can 
do. 

Qe Now, there is no doubt about it, I 
suggest, that a fair percentage, a certain percentage 
of the grain goes into domestic consumption in eastern 
Canada? 

A. It does. 

Q. And to that extent the users, the do- 
mestic users of grain and grain products in eastern 
Canada are being subsidized? 

A, Well, you mean they are paying less 


for their grain as far as Fort William? 


Q. Yes, if they paid a normal rate on 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


Edsforth ,cr-ex 1799 
(Brazier ) 


their domestic grain at Fort William their grain would 
be costing them more in Ontario and Quebec? 

A. I don't know if that is the case, It 
all depends on who pays the freight charges. I always 
understood the freight rate that the farmer gets is a 
Fort William price less freight. 

Q. To? 

A. To Fort William, 

Qe That is probably based on the present 
system? 

A. Well, I don't know, but in that event 
it would not seem to me that the eastern man is benefit- 
ing from it -- I don't know. 

Qe Well, let us look at what the situation 
is on the Pacific coast, Now, there your rates are 
truly export rates, are they not? 

A. Yes, and so described. 

Qe And if I bring a carload of flour from 
Calgary or Moose Jaw to Vancouver I would pay the 
full domestic rate? 

A. You would. 

Q. For that? 

A. Yes. 

Qe Would there be any difference in the 
cost of handling that shipment to Vancouver because 
of the fact that it is going into domestic consump- 
tion rather than export? 

“A. No, I do not think so. 
Q But the rate is substantially different? 


A. There is quite a difference, yes. 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


Edsforth, cr-ex 1800 
(Brazier) 


Qe And I suggest to you today that the 
domestic rate from Calgary to Vancouver, if I remember 
my rate, is 64 cents at the present time? 

A. That sounds about right. 

‘Q. And the same carload of grain, if it is 
going to Vancouver for export purposes, pays 20 cents? 

A. From Calgary? 

Q. Yes. 

A. Yes, because that is the export rate 
that has been held down by statute and has not been 
allowed to take any rate increases, 

THE ACTING CHAIRMAN: Perhaps we might have 


a short recess, 
---Short recess. 


THE ACTING CHAIRMAN: All right, gentlemen, 
shall we continue? I think that after Mr, Brazier 
is finished with the witness we will adjourn for the 
day. In the meantime, for the sake of the report- 
ers, if anybody is quoting from any book or pamphlet, 
would they please hand them up to the reporters so 
they will get it properly in the record, 

Yes, Mr, Brazier? 

MR. BRAZIER: Qe Mr. Edsforth, during 
the recess I was advised that the domestic rate to 
Vancouver from Calgary today is 70 cents. 

A, Yes. 

Q. And not 60 cents. I was speaking of 


before the last increase. 


A. The time you and I were on the last 
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ANGUS, STONEHOUSE & co, LTD, 
TORONTO, ONTARIO 


Edsforth, cr-ex 1801 
(Brazier) 


case, perhaps. 

Q. We have that situation existing on the 
Pacific coast then that a carload of flour from Calgary 
to Vancouver, if it is to be exported to Japan or 
China or India, pays 20 cents per 100 pounds? 

A. Yes. 

Q. And if it is to be delivered to my 
grocer from whom I buy my flour, he pays 70 cents a 
100 pounds? 

Ae Yes, It just shows the disparity 
between those rates and the rates that would normally 
apply. 

Q. Now, the export tariff to Vancouver, 
have you that there? 

A. The export tariff? 

MR. SINCLAIR: You know it is 20 cents. 

THE WITNESS: If it is a list of the com- 
modities. 

MR. BRAZIER: Q. Yes, I believe there 
is quite a difference in the list of commodities, 

A. Apparently I have not got it here. 

Qe Maybe we can settle it in this way: 
would you agree there are a number of items in the 
tariff to Fort William that are not included in the 
tariff to Vancouver? 

| A. Yes, there are. I cannot specify 
exactly what they are. 

| Q. Would it be correct to say that 
is so probably because those particular commodities 


are not exported from Canada? 
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ANGUS, STONEHOUSE & co. LTD. 
TORONTO, ONTARIO 


Edsforth, cr-ex 1802 
(Brazier ) 


A. I would think that is probably the prime 
reason, yes. 

Qe Now, I want to put it to you once again 
in view of the situation that exists on the Pacific 
coast as against Fort William, and, revenue aside, the 
question of the method under which grain is priced in 
Canada but looking at it strictly from a transportation 
point of view, I would suggest to you that the pro- 
ducer, the domestic producer of grain at Fort William 
and points east thereof does receive a distinct 
benefit in the rate as against the domestic consumer 
on the Pacific coast. 

Ae Well, again I say, Mr. Brazier, it 
all depends on who pays the freight rate. That is 
the thing, whether the purchaser pays it or whether 


it is paid by the producer, 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


Edsforth, cr.ex. 1806 
(Brazier) 


Q. Now, if I purchase grain for myself 
living in Ontario or Winnipeg or, let us say, Regina, 
and ship that to my warehouse in Toronto, or some 
place such as that, I would suggest that I would 
receive a much lower rate for the part of the haul 
to Fort William than would a similar purchaser buying 
the grain in Vancouver? 

A. Is this grain or flour that you are 
speaking of? 

Q. Grainy 

A. Well, I do not know. Certainly the 
transportation charge would be different. With 
regard to the question of who pays I do not know. 

Q. That is what I thought you would 
agree with, that the transportation charge would be 
lower coming east than it is going west? 

A. Lower to Fort William. Of course, 
you must remember there are transportation charges 
beyond Fort William. 

Q. But in going past Fort William you 
are also carrying the grain a greater distance? 

A. Yes, that is so, but you are talking 
of the total quantum of the charges. 

Q. Yes, but I put this to you that so 
far as a mileage basis is concerned, the dividing 
point between Fort William and Vancouver is some- 
where close to the Alberta-Saskatchewan border? 

A, Yes, it is just about the middle part 


of Saskatchewan, actually, I think -- Maple Creek, 


a or around there. 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


Edsforth, cr.ex. 1807 
(Brazier) 


Q. Maple Creek, Saskatchewan? 

A. Yes, I think around Maple Creek. 

Q. So, to be accurate and to compare 
equal mileages of grain would you take Maple Creek 
to Vancouver as against Maple Creek to Fort William? 

A. From the rate standpoint, yes. 

Q. And also from the standpoint of the 
amount of transportation work that the railway would 
do in transporting it? 

A. It would be approximately the same. 

Q. Now, one other point, so that it may be 
on the record, is that the railway export tariffs 
do not include export to the United States of 
America. 

A. No, it is off-shore exports. 

Q. So we cannot bring grain to Vancouver 
and export it to Seattle, and get the export rate? 

A. No, you cannot. 

Q. I think you have to go as far as Mexico 
before you get the rate? 

A. Yes, I think you would have to. BF 
think in the tariff, Mr. Brazier, it takes you to 
a certain meridan of longitude; I think that is 
the way the tariff expresses it. 

Q. So far as the railway tariff is concerned 
the United States of America is not a foreign country? 

As Well, we do not consider traffic 
to the United States as export traffic. No, export 


traffic in railway parlance is off-shore business 


going to foreign countries. 
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ANGUS, STONEHOUSE & CO, LTD. 
TORONTO, ONTARIO 
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Edsforth, cr.ex. 1808 
(Brazier) . 


Q. Yes. The railways also have tariffs 

for grain from Montreal to Saint John? 
| A. Saint John, New Brunswick? 

Q. Yes. 

A. Yes, there are. 

Q. And as I recall those are really com- 
petitive with the American rates from Buffalo to New 
York and Baltimore? 

A. Yes, historically they have been 
related, that is right. 

Q. In a comparison to the Crow rates what 
is the level of those rates? 

A. From Montreal to Saint John? 

Q. Yes. 

A. Well, I think they are somewhat higher 
mile for mile, Mr. Brazier. They are slightly | 
higher mile for mile. I have not got the exact 
figure, but I can get it for you. 

Q. Those rates are maintained, are they 
not, for national reasons? They are not statutory? 

A. They are not statutory, no. They 
are maintained to get traffic to and from the port. 

Q. Canadian ports? 

A. You have to have grain at the ports 
to induce steamships to call, and we want to handle 
the import business through there. 

Q. And the Government of Canada wants 
Canadian grain to be shipped through Canadian ports 


Where it is possible? 
: oa A. I would expect it. I imagine that 
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would be their preference. 

Q. Were there any discussions with the 
Government of the day when these rates were put into 
effect originally? 

A. a do not think there would be, Mr. 
Brazier. I do not recall any. 

Q. Mr. Sinclair suggests that you would 
have the rates there from the bay ports to Montreal, to 
Three Rivers, and to Saint John? 

A. Yes, I have those. 

Q. I wonder if you might give them to us 
so that we might have the whole grain picture before 
the Commission? 

A. Yes. From Port McNicol to Montreal 
the rate is 25.92 cents. 

Q. I wonder if you could give us the mile- 
age? 

A. 449 miles; it is 449 miles from Port 
McNicol to Montreal. 

Q. And the ton mile revenue is what? 

A. After taking care of some elevator 
absorptions it is .88 cents per ton mile. 

Q. And to Three Rivers? 

As The rate there is 23.92 cents, the same 
as to Montreal, for a distance of 533 miles. 

oi. And the ton mile revenue is what? 

A. That is .77 cents. 

Q. And to Saint John? 


ne 24.75 cents for a distance of 519 miles, 


—| and the ton mile revenue there is .50 cents. 
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“<3 Edsforth, cr.ex. 1810 


(Brazier) 


Q@. So on that the rate is comparable on 
a ton mile basis to the statutory rates on the 
Prairies? 

se From Port McNicol to West Saint John -- 
yes, comparable on a ton mile basis; that: is so. of 
course,those rates, Mr. Brazier, do not remain stationa 
They increase from time to time as the rates related 
to American ports move. 

Q. Yes. You might tell us what increases 
have taken place over the years? 

A. Well, they have just about doubled 
in the last 10 years, I would say. I think I have 
the figures here. 

Q. They were extremely low 10 years ago? 

hs Yes, they were, indeed. Well, the | 
rate on wheat was 12.17 cents in July, 1946 as against 
24.75 cents today. It has gone up approximately 
100 per cent, or a little more than 100 per cent. 

Q. And they have gone up with the in- 
creases in the American rates? 

Be They have gone up with the increases in 
the American rates. 

Q. But those rates are all an integral part 
of the grain export transportation picture in Eastern 
Canada? 

As Well, they are part of the trans- 
portation picture on export grain, that is right, Mr. 
Brazier, and I would think that we would be reviewing 


them very shortly again to see what change we can 


make in them. 
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Edsforth, cr.ex. 1811 
(Brazier) 


Q. Would it be correct to say on the basis 
of the ton mile revenue figure which you have just 
given to me that none of those movements pay their 
full cost? 

ses Well, I think the Montreal one does, and 
the Three Rivers one, too. Quebec does not, I do not 
think, and the West Saint John rate I do not think 
pays its full cost. That is why I say we are 


looking at them to see what we can do about them. 


(Page 1813 follows) 
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Edsforth, cr-ex 1813 
owes (Brazier) 


Q. On the basis of the cost of one cent 
a ton-mile, which you are asking for the statutory 
rates, they are all below that figure? 

As Yes, they are all below that, that is so. 

Qe Now, Mr. Edsforth, are you of the opinion 
that the fact that grain rates in western Canada are 
statutory, that that has been a burden to other 
shippers on Canadian railways during the last ten 
years? 

A. Sometimes it has been, Mr. Brazier, 
but I would think in the more recent years it has been 
a burden upon the railways to a greater extent. 

Q. Your position is somewhat different 
to what it was a few years ago? 

A. ur position is a good deal different 
in many respects, Mr. Brazier. 

Qe I take it from your answer that the 
C.P.R. Company has no intention, if it is granted 
a subsidy, of using that subsidy to grant relief to 
other shippers? 

A. Well, Mr. Brazier, if this is the 
position I think, the subsidy which we are suggesting 
should be paid to the western grain shippers, in 
order that a fair and reasonable level of grain rates 
may be paid to the railways ,has relation to the total 


cost of handling that traffic. 


Now, the general level of all rates in 
Canada, all freight rates as a pody, has relation to 
| the revenue requirements of Canadian Pacific as 


may be determined by the Board, and so the level of 
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TORONTO, ONTARIO 


Edsforth, cr-ex 1814 
(Brazier) 


those rates has to be determined in relation to how the 
Canadian Pacific requirements may be before you can 
say what change should be made in the general rate level. 

Q. I take it, Mr. Edsforth, we are in-this 
rather difficult position, that since that determination 
was last made by the Board the situation has changed and 
your requirements of revenue have increased again? 

A, ‘Well, they have increased slightly, Mr. 
Brazier, but I don't know how much. | 

Qe Oh, slightly? 

A. I don't know how much. 

Q. In the last year? 

Ae I couldn't say. 

Q. The shippers are glad to hear that. 

Ae I don't know how much they have changed. 

Q. Is it not true, Mr. Edsforth, that if 
at the time of the various applications made by the 
Railway Association since 1950 you have been able to 
increase the grain rates by the same percentage as 
applied to other traffic, the percentage increases 
which would have been granted to you would have been 
lower than it actually was? 

A. Yes, that is a fact, Mr. Brazier, but, 
of course, you have to go beyond that because we have 
not been able to retain percentage increases on all 
of that traffic, and on quite a lot of it we haven't. 

Qe That was an event subsequent to the 
hearing, wasn't it? 

A. Well, of course, it was, but it was 


recognized at the hearing that that was probably so 
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to some extent. 


Qe I suggest to you at the hearing, at 
the time of the hearing, the Board considered it was 
giving to you an increase which would yield to you the 
additional revenue that they felt you needed? 

Ae At the last hearing I am not quite cer- 
tain about that because I think we were then going on 
a wage increase; I don't think that was related to 
Canadian Pacific requirements. 

Qe I think the Board's judgment was now, 
Mr. Edsforth? 

A. No, I don't think so, 

Qe The application was made on the basis -- 
as I recall it -- of the C.N. requirements, and the 
Board granted it on the basis of the C.P. requirements; 
is that correct? 

MR. SINCLAIR: No, what was done was that 
the application was made on the basis of requitement 
of C.N. labour cost, and the Board gave an increase 
to requite C.P. labour cost rather than C.N., and 
deferred the other part of the application which, 
under the existing situation, can't be heard. 

THE ACTING CHAIRMAN: Canadian Pacific 
Railway is the yardstick for growth? 

MR, SINCLAIR: Yes. 

MR. BRAZIER: Q. Can you give me any 
indication of what the percentage increase would 
have been had you been able to increase the statu- 


| tory rates on the various increases that occurred 


| 


since 1950, what the percentage would have been? 
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NS Edsforth, er-ex 1816 
| (Brazier) 


Ae Well, that is quite an involved calcula- 
tion, Mr. Brazier. I would think around -- it may 
have been 115, 112 per cent, I don't know; it would 
be in that range, I think, 

Q. Rather than --- 

A. 157. 

Qe Instead of 157? 

A. Yes. 

Qe For my purposes that is close enough. 
So, to that extent the difference between 112 and 
157 per cent increase, I suggest to you, that may 
have been a burden on other shippers? 

A. To the extent that these increases 
have all been paid by other shippers, yes; that hasn't 
been the case in many instances. 

Qe We have got into a round-robin that is 
very difficult to resolve? 

Ae It is. 

Qe And I suggest to you that we have to 
look at these things at the time the Board is making 
its decision? 

A. Well, I think we have to look at the 
results, too, don't we? 

Qe Te next time you come for your in- 
erease you have to look, and you make your estimates 
and generally speaking they are accepted by the 
Board, what additional revenue they will give you? 

A. Generally speaking they are. 


Qe As I recall, you have been reasonably 


accurate, too, in your own personal estimates as to 
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Edsforth, cr-ex 1817 
(Brazier) 


what revenue you will get? 

Ae Sometimes not as accurate as I could 
have wished, Mr. Brazier, 

Q. Now, following this, if I might just 
turn to page 252 of the Turgeon Report, it seems to 
be a well marked page now, and I will just read this 
sentence to you. It is in the second last paragraph, 

"In any case the statement made by the 

Canadian Pacific Railway Company is to the 
effect that 'since 1922 the greater burden 

of the Crowsnest Pass rates deficiency is borne 
by other shippers," 

A. Yes. 

Q. And I suggest to you that that is just 
as true today as it was in 1950 when it was made? 

A. No, I don't agree; there is quite a 
substantial difference. It is not being borne by 
other shippers in large measure; it is being borne 
by the railways. 

Qe That is your considered opinion? 

A. That is, indeed. 

Q. Now, I have another little bit here; 
I have here a reprint from the Canadian Journal of 
‘Agricultural Economics entitled "Economics in the 
Crowsnest Pass Rates" written by George W. Wilson, 
who, I believe, is a lecturer and professor at 
the Indiana University. Do you know Mr. Wilson? 

Ay No, I don't. 

Q. Have you ever seen this pamphlet? 


A No, I haven't. At least, I don't 
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ANGUS, STONEHOUSE & co, LTD, 
TORONTO, ONTARIO 


Edsforth, cr-ex 1818 
(Brazier ) 


recall it, Mr. Brazier, 


Qe Might I just read a brief paragraph in 
here, which is on page 7, and I will hand it to you 
in a minute: 

"Rate increases since World War II have 
taken cognizance of the revenue needs of the 
railways which, of course, include labour 
costs and the existence of fixed statutory 
rates on grain traffic. Thus greater in- 
creases were granted because of the existence 
of the Crowsnest Pass rates than would have 
been the case if all traffic were subject 
to general freight increases." 

You will agree with that? 
A. I agree with that. 


(Page 1821 follows) 
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Edsforth, cr.ex. 1821 
Brazier) 


Q. "This was one of the arguments 
advanced by the C.P.R. in 1951 and which 
the Commission tacitly accepted by stating 
that 'If the Crowsnest Pass rates were 
made subject to general increase the ratio 
of the increases would go down'. It is 
clear, therefore, that whatever the burden 
of these statutory rates to the railways, 
they have been counterbalanced to a large 
extent by general rate increases higher 
than would otherwise have been granted. 

If this is the case then it does not follow 
that the Crowsnest Pass rates have ad- 
versely affected the railways! ability 


to pay." 


Now, I would like you to read that. 

A. Well, I do not agree -- I agree and I 
disagree, both. I agree that certainly higher rate 
increases have been granted because of the exemption 
ef the statutory rates; there is no question about 
that. 

Q. And to that extent I put it to you 
that it must be a burden on the other shippers. 

A. On perhaps some shippers, but not on 
all shippers, because we have not been able to 
obtain all the revenues that those increases would 
grant us. To further illustrate that, we have 


never, in the last 10 years, come up to the require- 


which the Board said we should have. 
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Edsforth, cr.ex. 1822 
(Brazier) 


Q. I appreciate that fact, Mr. Edsforth. 
I put this to you, that on those rates on which you 
have taken the full increase granted to you by the 
Board, in the case of those rates the Crow's Nest 
rates have been a burden on those shippers. 

A. To the extent that the rates have borne 
all of the increases, Mr. Brazier? 
| Q. Yes. 

A. Yes, I would say so. There is a 
question as to how far that goes, how many of them 
have. 

Q. Mr. Edsforth, in your testimony you 
have referred to the grain traffic of Western Canada 
as being basic to the plant? 

A. Yes. 

Q. And you are referring to the railway 
plant of the €.P.R. 

A. fhat is right. 

Q. In Western Canada? 

A. In Western Canada. 

Q. I wonder if you could define what you 
mean by that term "basic to the plant", how you determine 
uh ye 

A. Well, it is the traffic for which 
the plant is primarily maintained; that new branch 
lines are built and maintained for the purpose of 
handling grain primarily. It is true they handle 
some other traffic, but basically grain is the 


movement, the reason for peing, as it were. 


— Q Of course, the basic reason that the 
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C.P.R. was built was to provide a rail link between 
the Pacific coast and the rest of Canada at the 


time British Columbia became a part of the rest 


of the Dominion. 
A. Yes; Western Canada is more than the 


main line a good deal. 
Is the grain crop basic to your main 


Q. 
When you are speaking of plant, are you just 


Line? 
speaking of the gathering system? 
The gathering system and to the extent 


A. 
that the main line must be maintained, the people 


looking after the various trains, the staff you must 
have -- all of that is required largely by grain. 
Would it be correct to say whether or 


Q. 
not traffic is basic to the plant depends on the 


volume of traffic? 

A. It depends on its importance in 
relation to the line that is there, and that, of 
course, has a great deal to do with the volume. 

Tell me, would you, for instance, 


Q. 
consider lumber basic to your railway plant in 


Western Canada? 
It may be basic to some parts of it, 


A 
it could be. 


Mr. Brazier; yes, 
Q. Not to all of Western Canada? 
A. Not to all of Western Canada, no. 
traffic 


In volume how does the lumber 


Q. 
compare with the grain traffic? 


A. In terms of ton miles? 
Yes, ton miles and revenue. 


Q. 
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Edsforth, cr.ex. 1824 
(Brazier) 


A. Well, I can get that for you. For 
the year 1958, Mr. Brazier, we grouped lumber, timber 
and plywood together. 

Q. It doesn't include pulp and paper? 

A. Oh, no. Also we grouped the Prairie and 
the Pacific regions together; that is, it takes in all 
of Western Canada. In 1958 the total revenue attributed 
to the Prairie and Pacific regions was $31,796,000, 
and the total of the grain, the same territory, was 
$37,157,000. 

Q. Revenuewise it is approaching the 
grain rate? 

As Yes, but when you come down to ton 
miles you see quite a difference. The lumber, timber 
and plywood required 2,601,000,000 ton miles, and 
grain 6,864,000,000 ton miles. 

Q. If you add in the other forest products, 
namely, pulp and paper, what would it be? 

A. We do not include pulp and paper as 
a forest product; it is considered a manufactured 
product. 

Q. Have you those figures? 

Bo Pulp and paper, did you wish? 

@. Yes, for the same region. 

A. Well, woodpulp in 1958, same regions, 

iq) 
revenue, $1,754,000; ton miles, 1,992 millions-odd. 
Newsprint paper, revenue, $1,741,405; ton miles, 


134 million-odd. 


Q. Now, has the C.P.R. ever done a cost 


study on lumber in Western Canada? 
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Edsforth, cr-ex l1824A 
(Brazier) 


A. You mean an overall cost study? Not 
to my knowledge, Mr. Brazier, 

Qe Have they done any on specific move- 
ments? 

A. We have done the odd one on specific 
movements. I do not know what they are, 

Q. Those that have been done, could they 
be made available for inspection? 

MR. SINCLAIR: No, Mr, Chairman, Unless 
we are directed by the Commission to do so, I don't 
know why -- I may say that it isn't that we don't 
want to assist my friend Mr. Brazier and the lumber 
industry, but we are in business and I just think 
that it is going a little too far to ask us to 
disclose our costs to the people, in extenso, that 
we are trying to sell our product to, point by 
point; and also there can be in lumber certain com- 
petitive factors in various types of movements, and 
this is the reason. 

MR, BRAZIER: It does seem to me we are 
going to get into a very strange position if the 
C.P.R. succeeded here in having 25 per cent of their 
traffic carried on a cost basis and all the rest 
of it working in the dark. I am going to ask the 
Commission for that. 

MR, SINCLAIR: I would like to say that, 
as Mr. Edsforth has said, an overall cost study on 
lumber has not been done. He thinks, he is not sure, 


that there may have been ':some done on. specific 
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Edsforth, cr.ex. 1825 
(Brazier) . 


movements. On those specific movements they would 
have been made for specific reasons, either competitive 
or costwise or because they were marginal in the 
opinion of somebody in Canadian Pacific, not Mr. 
Edsforth, and for that reason there are very special 
reasons why they are done. I may say, and I repeat 
this again, that when we were asked for cost studies 
at other times and other places we were never 
required to produce them, and the reason that they 
were not produced was that it was private commercial 
information. 

THE ACTING CHAIRMAN: Well, that will come 
up later, I suppose. 

MR. BRAZIER: Q. If you can't answer 
this, just say so, but in your opinion could the 
cost study that has been supplied to us in respect 
to statutory grain be applied to lumber? 

MR. SINCLAIR: Once again, Mr. Chairman, 
until directed by the Commission, I say that this is 
ground -- I am not trying to be difficult with my 
friend -- this is ground where we will not, unless 


directed by the Commission, produce those figures. 
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TORONTO, ONTARIO Edsforth 9CP-exX 1829 


Te (Brazier ) 


MR. BRAZIER: I am not asking you to pro- 
duce any figures at all, I am asking the witness 


whether or not you could take the grain cost study 


and apply it to the movement of lumber and we would do 


the costing ourselves, Could we follow the same 
principles that are followed in the grain study and 
apply it to lumber? 

THE ACTING CHAIRMAN: I think perhaps we 
rad better see what the grain study is first and then 
you can argue from that whether you wish to apply it 
to lumber. 

MR. BRAZIER: I would not want to bring 
Mr. Edsforth back for this and I thought he might be 
the man <.w.who could say that it could be applied to 
any commodity or it could not. 

MR. SINCLAIR: He is not the man to say 
t hat. 

THE ACTING CHAIRMAN: Well, I think Mr, 
Edsforth will be around from time to time anyway; 
we always see him and we are always glad to see him, 

MR. BRAZIER: Q. Now, Mr. Edsforth, 
just one or two small questions remaining. 

On page 24 of your precis of evidence, 
the last sentence on page 24 reads: 

"In addition, the railways have found 

it necessary to allow some traffic to be 
lost to other forms of transportation in 
order to maintain the increased level of 
rates on the remainder thus reducing the 


effective yield of the rate increase." 
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Edsforth, cr-ex 1830 
(Brazier) 


I wonder if you would just explain what you 
mean by that sentence? 

Ae Well, what I mean by that is that with the 
increased level of rates it is sometimes found that a 
part of that traffic is being handled by some other 
means of transportation and it then becomes a question 
of decision as to whether you should reduce the rate 
for that part you are losing in order to retain all of 
it or whether it is better to keep your level of 
rates up and forego a small part. 

Qe Is that then the sort of situation that 
was suggested when the 1 1/3 rule was put in? 

Ae Very much that, yes. 

Qe It may pay the railways not to take 
the traffic to Vancouver rather than grant the rate 
reduction to the Province of Alberta? 

A. We felt we had to let some of the 
British Columbia traffic go. 

Q@. Now, reference has been made to 
deficits on other traffic than grain and it seems to 
be implied by the statements made both, I think, by 
yourself and Mr. Sinclair, that there is a passenger 
deficit so far as the C.P.R. is concerned. Is that 
correct? 

MR. SINCLAIR: We will admit that. 

MR, BRAZIER: Q. Would you tell me in 
round figures what that was in the year 1958? 

MR. SINCLAIR: Mr. Chairman, we are now 


again on forbidden ground awaiting the decision of 


| the Commission, 
: THE ACTING CHAIRMAN: Yes, that is one of 
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Edsforth, cr-ex 1831 
(Brazier ) 


the questions, 


MR. BRAZIER: I am just asking for the round 
figure; I am not asking how it is made up, or anything. 

MR. SINCLAIR: Round, square or vertical 
it is still the same question. 

MR, BRAZIER: I am quite sure Mr. Edsforth 
has the figure in his own book, 

MR, SINCLAIR: Whether he has got it or not 
I still say, Mr. Chairman, that this is a question 
that is awaiting decision, 

MR. FRAWLEY: This is just an investigation 
of the Crow's Nest Pass freight rates as far as you 
are concerned, 

MR. SINCLAIR: Ichear a quiet voice for 
the first time today. 

THE ACTING CHAIRMAN: Not so quiet. 

MR, SINCLAIR: That is my submission, 

THE ACTING CHAIRMAN: We have that under 
consideration. 

MR, BRAZIER: In the meantime we will just 
have to mark the passenger deficit down as being equal 
to X. 

Q. Now, Mr. Cooper in his cross-examination 
of you yesterday asked you to define what you meant 
by "compensatory rates"? 

A. Yes. 

Q. Do you remember that question? 


A. I think I do. 
Qe I wonder if you would -- I think this 
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ANGUS, STONEHOUSE & CO. LTD. 
TORONTO, ONTARIO 


FF Edsforth, cr-ex 1832 
(Brazier) 


definition of terms becomes rather important --- 
MR. SINCLAIR: It is at page 1545 of 
Volume 12, 
THE WITNESS: Yes, I have that here, Mr, 


Brazier. 


MR. BRAZIER: Q Your answer, starting 
at the top of page 1545,says: 

"A compensatory rate is one that pro- 
vides not only the cost, the variable cost 
of handling-ity but also its proportion of 
ae constant cost; in other words, that it 
returns its total cost." 

A. Yes. 

Qe Now, you continue in that sentence 

to use the word "cost"? 

A. ‘That is right. 

Q. And I presume you as Vice-President 
of Traffic must have cost figures before you in 
order to determine whether or not a rate is com- 
pensatory? 

A. Well, we have several bench marks 
that we look upon, There is the per car mile, per 
ton mile earnings, the kind of traffic it is, the 
weight it is loaded and we do have some general 
figures as to costs on an overall basis. When 
you find a rate that on those costs appears to be 
marginal or close then you get a further cost 


study..done, a specific cost study, on the traffic 


you are handling. 
Qe Am I correct in suggesting that you 
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do not in any case have specific, or very seldom do 
you have, specific costs before you and you measure 
it on a system of average cost basis? 

A, We frequently have cost studies made 
for us on individual movements, oh, yes. Whenever 
it appears to us, from our examination of the other 
factors, that it may be marginal, if it is clearly 
above the bench marks that we have then there is no 


need of a cost study. 


(Page 1836 follows) 
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TORONTO, ONTARIO 


Edsforth, cr-ex. 


1836 
(Brazier) 


Q. 


Give me those bench marks again? 
A. ; 


Well, your revenue per ton-mile and car-milt, 
and the length of the haul. 


Q. 


Those have nothing to do with costs? 
A. 


They have to do with revenues, but the haul 
has something to do with costs -- the equipment. the 


average weights you may haul per car, and whether it is 


one way or whether there is am empty return haul of the 


ear; if it is a one-way movement or a two-way movement. 


All those things you examine. 


Q. And then what cost figures do you look 


at? 


A. Then we have general cost figures taken 


out on an overall basis by our Department of Research. 


Q. 
A. 


And those are costs of what, though ? 


They are costs of hauling the trffic for 
various distances at various weights and in various 


kinds of equipment. 
Q. 


And those costs are based on a system 
average? 


A. Well, I do not know what the Research 


Department take into them. That, of course, is 


something I do not know. 


Q. They just give you the figures? 


A. Yes, they give us these figures as an 


overall average. They would take, I would certainly 


believe, all of the proper costing techniques in 


arriving at them. 


MR BRAZIER: Mr Reid is going to give 


evidence, is he not? 
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MR SINCLAIR: No, not on that. 

MR BRAZIER: Will he not be able to answer 
those questions? 

MR SINCLAIR: It depends on what they are. 

MR BRAZIER: Q. But you have those cost 
figures -- you say you renee them made quite frequently? 

A. Well, they are made from period to 
period, and hom time to time. 

Q. And they are made available to you in 
your capacity as Vice-President of Traffic? 

A. Not only to me, but to our officers 
whose duty it is to make freight rates. 

Q. And I suppose the last responsibility now 
is yours, is it not, in that regard? 

as Well, I suppose it is to some extent, Mr 
Brazier. | 

Q. And you are guided by those cost figures 
that are supplied to you by the Research Department? 

A. Yes, when we think it looks marginal, 

Mr Brazier, yes. 

MR BRAZIER: Thank you. 

THE ACTING CHAIRMAN: Are there any other 
counsel who wish-s40e-ask Mr Edsforth any questions? 

MR HUME: Mr Chairman, I have one or two 
questions, but I understand the Commission would like 
to adjourn at this time. 

THE ACTING CHAIRMAN: Mr Wood? 

MR WOOD: I have just two questions. 

THE ACTING CHAIRMAN: I think Mr Edsforth has 


had a hard day so I think we will adjourn at this time. 
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Edsforth, cr-ex., 1838 


Mr Sinclair, are you free to tell us who your next 
witness is. . 

MR SINCLAIR: Yes, I said last night our 
next witness is going to be Mr Reid who will deal 
with grants and the obligations arising out of the 
building of the Crow's Nest line. 

THE ACTING CHAIRMAN: Very well; we will 


adjourn until ten o'clock tomorrow morning. 


--- Whereupon the hearing adjourned at 4.55 p.m. 
to resume at 10.00 a.m. Wednesday, December 9, 1959. 
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